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CHAPTER I 
THE PRECWDITIONS AND PROBlEMS OF 
ECOJ.'iiOMIC DEVElOPMENT 
With the end of World War II, there grew in a large part or 
the world a demand for economic development. In part, this is due 
to nationalism and, for many countries, subsequent political inde-
pendence from colonial powers. In any ease, the demand existed, 
and these countries have proceeded to satisfY this demand. 
Economic development is net, however, easily come by·. The 
politically emerging countries are characterized by the existence of 
planning boards and commissions, which are entrusted with the respon-
sibility of spending vast sums of money in quest of developm~?D.t• De-
velopment is not attained simply by appointing these agencies and 
spending money. Nevertheless, many countries attack this problem in 
just this way. 
One thing is certain: the underdeveloped com tries deny the 
ability of the free market and the private sector to attain the de-
sired level or advancement. They were and are influenced by the 
progress made under socialism and socialist planning. They are satis-
fied that rapid progress is achieved by governmental action. 
Why, then, is economic development so difficult a problem when 
the public sector is prepared to assume responsibility for it? Why 
do planning agencies fall short of their goals? On the one hand, these 
governments and public agencies often attempt to simp~ imitate the 
progress of advanced countries. On the other hand, they are sometimes 
unaware of the particular obstacles to their development program. 
Naive attempts at imitation fail to achieve development, be-
cause the explanation for the progress of advanced countries is some-
times overlooked. The question here is : what conditions obtaine'd in 
the advanced countries during their pre-industrial phase which enabled 
I 
them to attain high levels of development~ Moreover, do these condi-
tions exist in today' s underdeveloped world? It is necessary, there-
fore, to examine the conditions or prerequisites for economic progress, 
because they are the starting point in a development effort., 
It is necessary, also, to explore the needs of a development 
program in terms of resources. One can always program vast expenditures 
and the construction of many projects. It is quite a differ~nt thing 
to execute ful~ these programs. What resources are available is of 
vital concern in determining prio~ities in a development program. 
Also, it is desirable to examine methods for overcoming obstacles to 
the acquisition of these resources. 
In this chapter, an examination of the precondi tiona 1for 
economic development will be made as well as a study of the ~esources 
required for development programs. Having done this, the study will 
··turn to a consideration of investment criteria (Chapter II), sources 
of capital (Chapter III), and the issue or planning itself (Chapter IV). 
In the final three chapters, the Egyptian experience with development 
planning will be ana~zed in terms or the theoretical conclusions 
reached earlier in the thesis. 
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A. Preconditions for Successful DeveloRment 
Economic development is the process of raising an economy's 
real national income over time. In addition, the rate of development 
must be greater than the rate of population growth, so that an increase 
l 
in real per capita income will result. 
In the study of economic development, one1must realize that 
nations are like human beings; they develop and evolve. Many countries 
tend to go through the same stages of growth, although they may dii'-
fer in the degree of" development. Underdeveloped nations often pursue 
the same strategies as industrialized countries in their pre-industrial 
stages of growth; the fomer hope to achieve the same results as the 
advanced eountries.2 
Following the publication of Professor Roetow 1s theory of the 
stages of economic growth, many economists have tried to apply his 
analysis to problems of underdeveloped countries. To cite Professor 
Rostow tt ••• the creation of the conditions for take-off (into 
sustained economic development) required fundamental changes in a 
well-established traditional society: changes which touched and sub-
stantially altered the social structure end political system as well 
as teclmiques of production. n3 It is in the take-off stage that the 
crystallization of the eventual political, economic, and social frame-
~ork of the underdeveloped country begins. 
1XraU:se; W_. ,Economic Developm.ent (San Francisco: Wadsworth Publishing 
Company, Inc., 1960), p. 36. 
~iRoS.tow';.lir.vr;, The Stages of Economic Growth: A Non-Comnnmist 
Manifesto (Cambridge: Cambridge University Press, 1961), p. 20. 
3Ibid., pp. 20 ff. 
3 
In order to enter the take-off stage, it is necessar.y that 
certain foundations or preconditions to development be established. 
Productivity Changes in Agricultural and Extractive Industries: 
Significant changes in agricultural output and technology 
are required for a development program to achieve \olhat Rostow calls 
the "drive to maturity" stage of economic growth. Rostow say~, 
1~oder.nization of a so~iety increases radical~ its bill for agri-
cultural products. n4 An increase in agricultural productivity is 
required to meet increasing population pressures and to sustain urban 
populations. The latter tend to grow at a disproportionately high 
rate in establishing these preconditions. In addition, the agricul-
tural sector provides a domestic market for industrial output. 
Increased agricultural expQrts are usually required to ear.n 
some of the foreign exchange necessary to implement development pro-
grams. In the early stages of growth, domestic industry is not 
likely to be sufficiently large or advanced to be able to satisfy 
both dom~stic consumer wants and the capital requirements ·of develop-
ment projects. The effect of a development program will probably 
be a substantial increase in the country's imports and, consequently, 
its demand for foreign exchange. Because domestic industry is ini-
tially small, and probably has not generated a foreign demand for its 
output, the country must rely upon the agricultural sector to ear.n 
foreign currency. 
Increased productivity in the extractive industries through 
4Ibid., P• 21. 
4 
teclmological innovation is also needed for development. The aim is 
to have an abundance of local raw materials to meet capital needs in 
the take-off period. The availability of these resources would also 
ease the foreign exchange problema resulting from ambitious develop-
ment plans. 
Expansion of Social Overhead Capital 
The expansion of social overhead capital is a prerequisite 
to economic development. There are two main groups into which social 
overhead may be classified: economic social overhead, and rum,-
economic social overhead. Economic social overhead, as it is called 
by Professors Rostow and Kindleberger, consists of public utilities 
and transportation facilities. These projects tend to create external 
economies for primary and secondary industries and, as a result, act 
5 
as a stimulus to their expansion, ceteris paribus. The non-economic 
social overhead capital consists of housing, education, and public 
health facilities. These take on the general aspect of welfare 
programs. Although the existence of these facilities may have an 
impact upon o~tput (e.g., by maintaining at a high level the health 
5 
of the labor force), the direct benefits to productive industry are 
not so easily calculated. Both types of social overhead have in common 
the fact that they are a foundation upon which further economic expansion 
can be built. 
5
'Sci.tt:>irsky., .1,"Two Concepts of External Economiesn, Journal 2!: 
Political Econom,y, WI (April, 1954) , pp. 143-151. 
Improvement of Public Administration 
Many governments emerging from colonial dependence· to full 
independence find themselves hard pressed in coping with the problems 
of social disorganization and econom,ic development ov1ing to inade-
quate and poorly trained administrative staffs. The withdra\11al of 
colonial administrative personnel creates for the governments of 
underdeveloped countries the task of establishing an efficient civil 
service at all levels. Africa presents an illus~ration of the 
chaotic administrative confusion 'Which results from chronic shortages 
of ~rained personnel. A minimum number of trained and educated men 
and women, who are willing to fill the many new posi tiona cr,eated by 
an expanding nation, is, therefore, a pre-condition for deve~opment. 
Psychological and Social Prerequisites 
To achieve economic development and a rapid rate of economic 
growth, the people must realize that progress is possible and must 
seek advancement. Economic development occurs when people believe 
that man can master nature by conscious and sincere effort. As stated 
in a report of a group of experts appointed by the Secretary-~neral 
of the United Nations,. 11Where (this lesson) has been learnt, human 
beings are experimental in their attitude to material techniques, to 
social institutions, and so on. This experimental or scientific at-
titude is one of the preconditions for progre·ss. n6 
Widespread education is vital in order to encourage this 
6united Nations, Department of Economic Affairs, Measures ~the 
Economic Development of Underdeveloped Oo1m.tries (New York: United 
Nations, 1951), P• 13. 1 
6 
experimental outlook. It is essential that the leaders as well as 
the people of the underdeveloped countries desire economic progress, 
and that leadership be committed to the creation of a society in which 
economic, political, and social privileges are not permitted to thwart 
the basic development program. Once along the path to devel9pment, 
and once the country enjoys increasing per capita consumption and in-
come, these psychological and social obstacles will not pose so great 
a problem. Then, the development effort will proceed more smo9thly. 
B. Problems of Factor Endowments in Underdeveloped Countries 
What brings about the increase in per capita income and con-
sumption are the "ingredients and the process" of development, to use 
I 
' I 7 Professor Kindleberger s terminology. These ingredients are other-
wise known as the factors of producticm: capital, J.and, and labor. 
The major problems of development planning include the choice of 
technology, scale of production, and criteria for resource allocation.8 
Capital 
Developed economies were dependent for their growth upon the 
accumulation and application of scientific knowledge. This knowledge 
is available to all countries, but the underdeveloped areas lac~ the 
factors to apply it. They are handicapped especially by a scarcity 
of capital; the result is that other factors of production are under-
employed, and the choice of technology is limited. 
"~Kindlebarger,j'Q;~P.,.,Economic Development (New York: McGraw-Hill Bbok 
Company, 1958), p. 10. 
SDiscussion of the criteria for resource allocation will be def~rred 
to Chapter II. 
7 
For purposes of this study, the term, "capital", shall refer 
to the two groups of social overhead capital, plant and equipment in 
the agricultural and industrial sectors, and inventories. Professor 
Kindleberger pointe out that inventories cannot be ignored, because 
they are a significant part of the wealth of a country.9 
Capital Formation and Domestic Investment: 
The usual method for measuring the rate of economic growth is 
in terms of the increase in real per capita income. For purposes of 
this study, the criterion established by Hagen will be adopt~d to 
10 define a developed country in terms of per capita income. Hagen 1s 
evidence seems to point to the fact that those countries, which are 
8 
normally regarded as developed, fall above the level of six h\mdred 
dollars per capita income and the remainder fall below this S1ix hundred 
dollar level. This is, of course, a general rule to which some ex-
ceptions will be found (e.g., Venezuela and Kuwait). Per capi:ta income 
in the underdeveloped world stands at much lower levels than in the 
developed world. Low income and underdevelopment tend to be correlated 
with one another, while high income is associated with economic de-
velopment (see Table I-1, page 9}. 
An increase in the rate of investment, per capita income, and 
the stock of capital per capita is required to achieve development. 
Moreover, the increase in investment must be greater than the :rate of 
9 Ibid., pp. Y1 f. 
10Hagen~;~erett._ E~, nsome Fact~ About Income levels and Economic Growth n, 
Review of Economics and Statistics, XLII, (February, 1960), pp.62-68 
Per Capita 
Income Range 
1,500 or over 
800-1,499 
.300-799 
100-299 
99 or under 
TABlE I - 1 
GROSS NATIWAL PRODUCT PER CAPITA, 
SEIEGTED COUNTRIES, 1955 
(in u.s. dollars) 
Develo'@d Underdeveloped 
Country Amount Country Amount 
United States 
Canada · 
New Zealand 
Switzerland 
Australia 
SWeden 
France 
BelgiUJll 
United Kingdom 
Norway 
Denmark 
Germany(Western) 
Netperleilds 
u.s.s.R. 
Ireland 
Italy, 
Union of South 
Africa 
Spain 
Japan 
Greece 
2,.34.3 
1,669 
1,269 
1,229 
1,215 
1,165 
1,046 
1,015 
998 
969 
91.3 
762 
708 
682 
509 
442 
.381 
254 
240 
2.39 
Venezuela 
Uruguay 
Argentina. 
Cuba. 
Panama 
Colombia 
Yugoslavia 
Turkey 
Brazil 
Philippines 
Iraq 
Mexico 
Chile 
Saudi Arabia 
Peru 
Egypt 
Indonesia 
Thailand 
Iran 
Belgian Congo 
South Korea 
Haiti 
India 
Nigeria 
Bolivia 
Pakistan 
China (Communist) 
Afghanistan 
Ethiopia 
Burma 
Nepal 
762 
569 
374 
.361 
.350 
.3.30 
m 
';!76 
262 
201 
195 
1~ 
180 
166 
140 
1.3.3 
J27 
100 
100 
98 
so 
75 
72 
70 
66 
56 
56 
54 
54 
52 
40 
9 
Source: U .s.senate, Committee on Foreign Relations, EQ!:eign Aid Program 
(Washington, D.C., U.S. Government Printing Office, 1957), pp.2.39 f. 
population growth. If the reverse obtained, individuals would have 
lower real incomes (assUJidng en equal distribution of income) and, 
consequently, lower standards of living. To achieve this increase in 
investment, it is necessary that savings be diverted from speculative 
and unproductive ventures into productive channels. 
To raise the level of investment, i.t is necessary to generate 
a larger volume of real savings than is presently available. The 
function of real savings is to release Desources for produ~tive in-
vestment rather than for consumption. In underdeveloped epuntries, 
the level of saving is normallY below 10 per cent of national income 
(see Table I-2) • 
TABlE I-2 
NET DOMESTIC SAVING AS A PROPORTION 
OF NATIONAL INCOME, BY REGIONS, 1959 
Region Saving 
(%) 
Latin America 8 
Middle East (including Egypt) 6 
Africa 5 
South Central Asia 5 
Far East 3 
-Average 5 
~ 
Source: United Nations, Department of Economic 
Affairs, Measures for the Economic Development 
2!:, Underdeveloped~' 2P.t. cit.., p. 76. 
10 
In highlY developed countries, domestic net capital formation 
is at least 10 per cent of national income, and 15 per cent in some 
countries. By way of contrast, in many underdeveloped countries, net 
capital formation (including foreign investment) is not even five 
per cent of national income. 
Capital and Income Distribution 
One result of successful national:J,st revolutions is the at-
tempt to secure for the people a more equal distribution of income. 
This effort is like~ to be made simultaneously with the development 
programs. In underdeveloped countries, the problems of capital forma-
tion and income redistribution are tied to one another, because labor 
is unwilling to accept the levels of wages and living conditions 
which prevailed under nineteenth and twentieth century col~ialism. 
The developed countries paid little attention to the problem of income 
distribution during their pre-industrial phases, and private capital 
formation was not inhibited by governmental redistribution programs. 
The existence of a low average per capita income in ·under-
developed countries stems from, among other factors, inefficient econo-
mic planning and/ or the lack of any planning whatsoever. Income re-
distribution and development are politically necessary at tlle same time, 
./ however. The middle .and upper income classes have traditionally en-
gaged in conspicuous consumption in underdeveloped countries'. Reformers 
argue that by limiting the income and, therefore, the consumption or 
ll 
these groups, resources could be made available for increased investment, 
initially in social overhead capital. Furthermore, existing studies of 
consumption data indicate that progressive income redistribution does 
not lead immediately to a corresponding increase in consumptibn. As 
a result, an immediate increase in saving is not likely to be realized. 
It is noteworthy that Professor Kindleberger, in his discussion 
of income statistics in underdeveloped countries, mentions the relevancy 
of income distribution in evaluating the status of these countries. 
Referring to Kul-1ait, he says, ttKuwait has a very high income per 
capita from oil royalties paid to the Sheik by the Iraq Petroleum 
Company. With a small population and very large royalties, the average 
~come earned per capita works out to something like $2,000, or well 
above the level for every country of the world. But Kuwait cannot be 
called a developed country. n11 
Professor Kindleberger 1s comment suggests that the level of 
per capita income is not an accurate measure of development. If 
these da~a are so used, a population problem might be concealed, 
-inasmuch as population has been accounted for in computing per capita 
income statistics. By the same token, per capita income data adjusted 
for inequalities among income groups could be useful for measurement. 
Lacking this, the level of real national income is the princip~l measure 
of development as explained on page 8. 
Population Growth and Capital 
In highly industrialized countries with rising real per capita 
income, the stock of capital goods is increasing faster than population. 
This relationship between capital formation and population growth is 
desirable for all countries seeking economic development. Because 
.
11Kindleberger, op. cit., p. 9. 
... 
12 
economic growth is defined in terms of per capita income (i.e., the 
ratio of national product to population), it is clear that the growth 
of population has a decided impact upon capital formation, growth, 
and production. Assuming no increase in producti v.ity, an increase 
in population would result in either a rise in consumption and/or an 
absolute decline in the real level of living. 
United Nations estimates of population growth in underdeveloped 
regions are given in Table I-3. (Although the data do not •suggest 
rapid growth, it should be noted that, in each case, the prpjected 
rates indicate increases. Also, in the case of Asia, the projected 
rate is fifty per cent greater than the observed rates.) It is ne-
cessary that the increases in the rate of population growth! do not 
exceed the changes in the growth rates of per capita income. If, as 
is likely, capital is scarce in underdeveloped areas, ~d if pop1,1lation 
growth is influenced by factors other than or in addition to income, 
even the apparently modest rates of population growth sholotn in Table 
I-3 could raise serious problems for development planners. 
13 
TABIE I-3 
RATES OF POPULATICN GROWTH IN THE WORLD BY REGIONS 
Regions Population Percentage Expected percentage 
Mid-1949 Rate of Growth Rate of Growth 
(millions) per annum per annum 
(1940/50) (1950/60) 
Latin America 158 1.89 2.25 
Africa (exclu-
ding Egypt) 178 1.20 1.25 
Middle East 
(including 
Egypt) 94 1.25 1.50 
South Central 
Asia 436 1.02 1.50 
Far East (ex-
eluding Japan) 661 0.48 0.75 
S0urce: United Nations, Department of Economic Affairs, Measures ~ 
the Economic Development of Underdeveloped Countries, op.cit., 
P• 45. . 
Increases in population are due mainly to: (1) falling mortal-
ity rates, and (2) rising fertility rates. The declining d~ath rate 
14 
is an aspect of the historical development of the more advanced countries, 
and was a consequence of continual improvements in ·their standards of 
living. The application of modern medical knowledge and scientific 
techniques of disease control to the underdeveloped areas has resulted 
in lower mortality rates in these areas. Given continued advances in 
medical knowledge and its application, the mortality rate can be ex-
pected to fall to even lower levels. At the same time, the birth rate 
does not decline in underdeveloped countries, and, tt ••• ~like 
during the nineteenth century, the possibility for population outlets 
through international migration are now limited by economic, cultural 
12 
and political obstacles." 
To overcome the problem or population growth, national output 
must grow at an even faster rate. This is not inexpensive. Popula-
tion growth will be costlese only where natural resources ~e abundant 
in relation to the la.l"ger population, e.g., in areas where there is 
much unused arable land. The report of the United Nations experts 
cited above indicates that the cost of population in terms of national 
income varies betl-leen two per cent and five per cent of the national 
income.13 
Declining per capita income is not desirable, because it re-
sults in a ~cious circle of slow capital accumu.lation. Birth control 
appears to be the only solution. Some observers maintain that, for a 
number or countries and from a purely statistical point or view, 
economic development would be enhanced not by investment in productive 
enterprise, but in the reduction or birth rates. 
Labor Productivity and Capital Formation 
Professor Oskar Lange mentions in his discussion or capital 
formation that "the increase in labor productivity is the e~sential 
mechanism or economic development. u14 This mechanism is the element 
which distinguishes a developing economw from a stagnant economy. 
12united Nations, Demographic Year ~ 1961 (New York: United Nations, 
1962) , pp. 478-479. 
11Measures for ~ Economic Development of Underdeveloped Countries, 
OE• cit., p. 47. 
14~g~·,Q i 1 Economic Development, Planning and International Coopera-
tion (Cairo: Central Bank of Egypt, 1961), p. 3. 
15 
The late Professor Nurkse stated that economic development 
assumes an increase in the 11physical productivity of labor·. tt The 
increase in productivity is realized in the growth of output or real 
national income. 
In areas characterized by lo\v labor productivity, total output 
net of subsistence is small. This surplus could be used for invest-
ment. It is typically used, however, for such non-productive purposes 
as laviSh weddings and other social events, conspicuous consumption 
expenditures, and land. speculation. While land speculation might be 
regarded as investment, it is of a variety of investment which is not 
conducive to production. 
The presence of a feudal system and itspattern of social rela-
tions inhibits also the growth in labor productivity. This is due 
mainly to the lack of personal mobility in a feudal system and to the 
entrenched social hierarchy. 
Alternative Methods of Capital Accumulation 
(a) The use of gold and foreign exchange hoards. 
16 
It is estimated that private hoards in some countries of the 
Middle East and Southeast Asia are as large as ten per cent of national 
income. Although these hoards can be used only once, if spent over 
five years, they could contribute to a much needed t~1o per cent increase 
in national income through capital formation. 
(b) Mobilization of damestic savings. 
The correction of malinvestments of savings in underdeveloped 
countries could be achieved by diverting savings from less to more 
desirable investments through compulsory saving or taxation and through 
govemment investment guarantees and franchise. This type of induce-
ment to invest was called 11popular capital formation11 by tl;le United 
Nations Economic Commission for Latin America.15 
(c~ Community Development Programs. 
Community development programs are of importance in the pro-
cess of capital formation. Professors Kindleberger, Higgins, and 
Kusnets and United Nations reports stress that much can be done by 
individuals improving their property and community facilities. 
Building roads, schools, or wells, reforestation, and soil conserva-
tibn are examples of community development programs which cpntribute 
to social capital formation. It is valuable, also, because it is a 
means of awakening a sense of public interest within stagnant local 
communities. 
Once again, the conclusion is arrived at that public or economic 
overhead capital is needed for successful development. Bau~r and 
Yamey state, "Capital is thus created in the process of development 
16 
• • .tt Although investment in social overhead is a lengthy and 
costly process, it is nonetheless advisable on economic grounds. 
land includes all of the natural resources of a country. For 
1
'unitedNations Economic Commission for latin America, Economic Devel-
opment Planning ~ International Cooperation (Santiago: United 
Nations, 1961), p. 11. 
16 Bauer, P.T. and E.S .. Yamey, ~Economics of Underdevelopment 
(Cambridge: Cambridge University Press, 1957), p. 127. 
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obiious reasons, these resources comprise a significant share of the 
agricultural and industrial inputs of an economy. Not only would the 
existence of large areas of arable land imply considerable agricultural 
output, but the availability of mineral and other natural resources 
would enlarge the spectrum of industrial opportunities. In ·addition, 
the existence of these resources would ease the foreign exchange burden 
in the course of a development progr~. 
Land and Agriculture 
The problem of agricultural productivity is of special concern. 
Recent per cap~ta food production has registered gains throughout the 
world. It is n?teworthy that ·the most notable increases are in the · 
rapidly developing areas of the world, while the underdeveloped areas 
indicate only slight increases or declining output (see Table I-4, 
page 19)~ For the reasons cited on pages 3 and 4, it is clear that 
food production and, probably, arable land must be increased although 
others argue that the application of known techniques to presently 
cultivated land could provide"the necessary productivity increases. 
Furthermore, although the greatest developmental achievements have been 
attained in those areas where natural resources have been relatively 
abundant, it is increasingly apparent that the developed society con-
sists of a large cultural superstructure erected upon a small ttnatural 
resource" base •. Much of what is frequently referred to as "natural 
resourcestt actually has a large 11culturalilt component. This does not 
mean that natural endowments can be ignored but that the cultural 
factors should always be given a pre-eminent role in understanding 
development. 
' / 
TABlE I- 4 
INDICES OF PER CAPITA FOOD PRODUCTION 
(Average 1952/53 - 1956/57-100) 
Regions Pre-war 1954/55 1955/56 1956/57 1957/58 1958/59 1959/60 
average 
Western Europe 93 101 102 102 105 106 109 
Eastern Europe and 
u.s.s.R. 85 95 103 112 114 123 122 
North America 87 97 99 101 96 102 101 
Oceania 110 99 101 95 92 105 99 
Latin America 103 101 99 103 103 103 100 
Far East (excluding 
China (mainland) 108 100 102 104 100 103 105 
Middle East 95 97 98 105 105 105 103 
Africa 96 100 99 101 96 96 92 
- - - - - -
95 98 101 104 103 107 107 
Source: United- Nations, Department of Economic and Social Affairs, Report .Q!!:. the World Social Situation, 
(New York: United Nations, 1961), p. 16. 
~ 
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Associated w!th the general problem of agricultural productiiity 
are the difficulties created by adverse climatic conditions,. In areas 
of uncertain rainfall, for example, agriculture is characterized by 
wide fluctuations in output. 
The principal agricultur~l problem is the widespread use of 
subsistence technology. There is a lack of scientific knowledge, 
modern equipment, and inefficient marketing facilities. Insecure 
tenure and fragmented land holdings and rural overpopulation con-
tribute to the difficu~ties. Four remedies which have been suggested 
are: (1} agricultural extension services, (2} cooperative and other 
credit systems, (3} reorganized and/or cooperative marketing tacil-
ities, and (4} legislation governing land tenure. 
A most important aspect of agricultural refor-m is the fact 
that the improvement of agriculture results in an extension of the 
exchange economy and a contraction of the subsistence sector. W. Arthur 
Iawis emphasizes, u. • • agricultural and industrial revolutiofl al'Ways 
go together. The first releasing the labor which the second draws 
off the land. Governments of backWard countries have therefore to put 
17 
into their agricultural programs projects for industrialization ... 
The close relationship bet'Ween agricultural and industrial ref~rm is 
I 
the fact that increases in ,Per capita income result ~ a change in the 
composition of demand. There is a shift from agricultural and primary 
commodities to secondary and tertiary goods and services. The result 
is that there is an increase in the demand for skilled and unsk~lled 
17J:ewis,:-W • .A.~ ~ Principles of Economic Planning (Washington: Public 
Affairs Press, 1961}, p. 124. 
labor in the latter sectors. 
Labor 
The process of economic development implies a continuing shift 
of labor from agricultural to non-agricultural occupations because of 
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industrialization and improved agricultural technology. The consequence 
of this change in the composition of the labor force is a migration 
of labor from rural to urban areas. 
Labor migration is motivated by the disparity between agricul-
tural and non-agricultural incomes. Because of the relative increase 
in the demand for secondary and tertiary goods and services, and the 
derived demand for particular skills, wages in urban areas rise. The 
supply of skills called forth from the subsistence sector is not able 
to meet this demand, however. The migration continues unabated, people 
believing that jobs exist. As a result, new job openings for unskilled 
labor have lagged behind the flow of rural labor during the past decade. 
The underemployment (or disguised unemployment), which is said to be 
a feature of the subsistence sector, is replaced by chronic unemploy-
ment in the urban sector. 
The nature and significance of this problem 1-1as adequately 
summarized by Eugene Black in the 1960 Clayton lectures. He said: 
I 
"The trageay, of course, is that the impact of modern 
science and technology has made their traditional ways 
obsolete without as yet providing a tolerable alterna-
tive. Change is becoming the price of survival. This 
is clear to those millions who have crowded into the 
great urban centers, either attracted by the city lights 
or in hope of earning enough to return to the land 
later. Here, whether it b~ Calcutta, Siggapore, Cairo, 
Ieopoldville, or the Port of Callao in Peru, the mi-
grant finds how vast are the changes necessary to 
bring modern life to a traditional society. 
~•.Away from the familiar ways of his native village, 
the laborer is plunged into a bewildering, formless, 
insecure life, requiring a Whole new set of attitudes 
towards life and work. If he is lucky to get a 
factory job, he is like~ to find factory discipline 
irksome and pointless. 
• 
11If it is no great problem to teach him to operate 
a machine often there is no common language with which 
to introduce him to such sophisticated ideas as 18 
quality control or the terms of a labor contract. tt 
Real liiages 
An increase in real wages has inevitably accompanied increases 
in productivity. The following table gives data which shows trends 
in real wages in manufacturing industries. 
TABIE I - 5 
REAL WAGE TRENDS AND PERCENTAGE INCREASE IN MANUFACTURlliG 
INDUSTRIES IN TWENTY SIX COUNTRIES 
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Percentage Increase Real wage trends in Manufacturing I:ndustries 
in Twenty-six Countries ( 1954 - 1958) 
less than 5 
5 but less than 10 
10 but less than 15 
15 but less than 20 
20 but less than 25 
Finiland, Egypt, India, Mexico, Phillippines 
.Au:atralia, Denmark, Peru, Brazil, Ireland, 
Canada, The United States, Ceyron 
SWitzerland, .Argentina, Belgium, Unl.ted 
Kingdom, Austria, Italy, Norway, Sweden, 
Netherlands, France 
Israel, Japan 
Germany (Federal Republic) 
Source: United Nations, Department of Economic and Social Affairs, Refort 
QB. the World Social Situation (New York: United Nations, 1961 , p • .38. 
JS-Black,~.'.E~R,,~ Diplomacy of Economic Development (Medford, Harvard 
University Press, 1960)·, p. 10. 
This table parmi ts us to make a comparison over time, but not bet~1een 
the levels of real wages in the different countries. In all tvlenty-
six countries real wages increased during the period 1954-58, the 
median annual rate of increase was approximately 2.3 per c~;nt. We can 
see that for the underdeveloped countries in general, the scanty 
available evidence points to extremely limited gains, if any, in 
real wages during that period. 
It is frequently maintained that a small rise in the wage rate 
may actually induce a worker to work less and, instead, demand more 
leisure time. In advanced countries, the rising trend in productivity 
per work hour was accompanied by shorter working hours. The average 
work week in America, for example, was approximately seventy-two hours 
in 1850, fifty-four in 1910, forty-eight in 1930, and forty in 1953. 
Many underdeveloped countries also have enacted legislation reducing 
industry working hours and establishing a norm of a forty-e:lght hour 
week with no reduction in total weekly pa:j. These countries include: 
IJaiti, Iran, Somalia, Libya, and the United Arab Republic •19 One of 
the short-term effects of these reductions in the work week is a 
I 
direct rise in money wages per hour which when not offset by inflation, 
has increased real wages as well. These measures have been Undertaken 
largely as a means of relieving urban unemployment, and spre~g the 
limited work opportunities. 
The Role of Labor and Variables Affecting It. 
What is a~dant in the underdeveloped countries is untrained 
l9united Nations, Department of Economic and Social Affairs, !Report .Qg 
World. Social Situation, 1961, op. cit • , pp. 43-45. 
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labor. There are many variables that affect the situation of labor 
and its relative productivity. Three or these variables are: (a) age 
distribution, (b) quality, and (c) social reform. 
(a) Age Distribution 
A problem exists in developing economies in that a combination 
I 
of high birth rates and short life expectancies gives rise to an age-
distribution pattern that puts a higher proportion of the populat~on 
outside the productive age brackets. It is rather obvious that a 
drain or a special type is imposed on the structural basis of the 
econo~. But there are many other factors which contribute to a 
favorable age distribution and composition, which should be dealt 
with consciously by governments: (1) Control or birth rates so that 
the increasing number of adults is not accompanied by an increase in 
the number of children, and ( 2) increased public health measures 
which emphasize qualitative improvements.20 
(b) Quality 
A very important fact stressed by some economists, among them 
Kindleberger, Kuznets, Yamey, Bauer and Shannon, is that labor may be 
cheap and easy to get in most undeveloped countries, but has low ~-
ficiency. 
Qualitative requirements are essential for the improvement of 
labor productivity to cope with the structural unemployment that is 
likely to occur with the increased use of labor-saving techno.logy. 
20Kindleberger, op. citL, PP• 56-57. 
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United Nations experts on development call for more t~aining 
21 
of the economical~ displaced person. They contend that the existence 
of this group of people is an inevitable aspect of the deve~opment 
process. Given the decline in the importance of agriculture and the 
use of advanced technology, underemployment of agricultural 
1 
labor 
would increase. 
I The United Nations group of experts conclude that: 
u ••• most underdeveloped countries are in the situa-
tion that investment in people is likelY to prove as 
productive, in the purely material sense, as any in-
vestment in material resources, and in many oases 
investment in people would lead to a greater increase 
of the flaY of goods and services than would follOl-1 
upon any comparable investment in material oapital.u,~2 
(c) Social Refor.m 
Apart from the fact that the labor force in underdeveloped 
areas lacks the skills to assimilate into a mechanized econo~, it 
lacks the social orientation to this eoonomw. Underdeveloped countries 
are characterized by a social system quite different from'industrial 
societies. They have different traditions governing family relations, 
classes, occupations, and the like. In making the transition to the 
exchange economy, these traditions must in large part be put ~ide, 
with the result that the individual is deprived of the securi~y pro-
vided in his former social setting. To facilitate this transiti~>n 
2lunited Nations, Department of Economic and Social Affairs, Processes 
and Problems 2! Industrialization in Underdeveloped Countries 
(New York: United Nations, 1955), PP• 26 f. 
22Measures for ~ Economic Development of Underdeveloped Countries, 
p. 52. 
it is necessary to provide substitutes for the benefits previouslY 
enjoyed; e.g., social security. 
Technology and Economic Development 
One of the more striking features of underdeveloped countries 
is the low level of technology. In some parts of the Middle East, 
agricultural techniques employed in irrigation and ploughing are no 
better today than they were in the times of the Pharaohs. By the 
same token, the progress of science in the developed world has re-
sulted in widening the gap between the developed and underdeyeloped 
countries in terms of real income. 
The assimilation of technology into the structure of an under-
developed country takes various forms. Schumpeter states that, "Tech-
nological progress is increasinglY becoming the business of trained 
specialists who turn out what is required and make it work in; pre-
dictable ways.u23 Another interpretation of technological advancement 
is progress through automation. Weinberg gives the following defini-
tion of automation: 
~odern innovations in automatic technology can be 
grouped into four types: a) Automatic machinery; 
b) integrated materials handling and processing equip-
ment; c) automatic control system; and d) 2electronic computer and data processing machines. 11 4 " 
Most of the underdeveloped countries are still in the earlY stages of 
automatic machine development and utilization. 
238QhUm.peter·; ,:·Gtat;-~ Capitalism, Socialism, and Democracy {New York: 
Harper and Brothers, 1947), p. 132. 
241Neihberg-;~~' "A Review of Automatic Technology", Monthly Iab?r 
Review, 78 (June, 1955), p. 638. 
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Relationship Between Capital and Technology 
The adaptation of modern technology is implicit in ~he pro-
cess of economic development. This technology brings about structural 
changes in the econo~. These changes are in the employment of pro-
ductive factors as between economic sectors (primary, secondary, 
and tertiary), industries, and geographical areas. The result is in-
creased labor productivity and mobility, increases in real wages, and 
the opportunity and atmosphere to achieve levels of productivity 
approximating those in the more advanced countries. 
Structural changes of the types mentioned above require the 
use of capital. Resources (including foreign exchange) must 'be 
mobilized to produce and/or import the available modern technology. 
In addition, savings must be applied to the sustaining of the popula-
1 
tion during the period in which the new techniques are being produced 
and installed as integral parts of the economy. 
Problems in the Application of Technology: 
Administrative Skills and Interpretative Ability 
I ~ost developing economies lack the educational and a~istra-
tive programs needed to help agricultural and cottage industry workers 
to adapt to the new technology. Extension services are an example of 
needed programs. nrt should be possible to increase the yield. of many 
agricultural crops 50 per cent within two decades or less by the use 
of fertilizers, insecticides, better seeds, and better crop rotation. 
Such higher yields have been achieved in some underdeveloped countries 
25 
of which Japan and Egypt are examples. u 
25united Nations, Measures for Economic Development, op.cit~, PP• 29 ff. 
Social Improvements and Education 
As previously noted the social structure is sometimes an 
impediment to the absorption of new technology. Therefore, n ••• 
basic social and economic institutions must be such to stimulate in-
' 
centives and initiative in the people. Social reform is as much a 
26 prerequisite of tecbD.ological progress as is a change of outlook. n 
Also~ it is desirable that an entrepreneurial class be created 
because the entrepreneur has been one of the most effective disse-
minators of technological change in economic his:tory. Rostow holds 
that the development of an entrepreneurial elite has been~ perhaps, 
the most effective social reform of all in generating the take-off. 27 
Attitudes Toward Material Progress and Technologx 
The lack of interest in material things is one aspect 1to be 
dealt with in a development program. This attitude toward material 
progress may be due to the existence of philosophies which discourage 
material wants and needs. The response to change is more or less 
framed by unusual customs, tradi tiona and social ~rangements. "The 
refusal of Hindus to slaughter cattle has had far reachin.g e~fect·s 
on Indian agriculture; but the Indian who refuses to slaughter cattle 
or contravene other tenets of his religion is still general~ found 
to sell his crops where he can get the best prices. The Bantu. tribe 
of North Kawiondo in East Africa have been eager and enthusiastic in 
introducing profitable cash crops; but they use cattle dung reluctantly 
£or manuring, mainly because this use is associated with evil magic, 
26
rbid., p. 29. 
27Kindleberger, op. cit., p. 91. 
28 
29 
and also partly because of the pride t~en in the size of the dung-heap 
28 in the cattle-Kraal as a s;ymbol of the owner's wealth in cattle." 
Such an institutional framework does not engender values 
conducive to development.29 Economic progress will be enhanced by 
an increased desire for material t~gs, thereby creating a demand 
for goods and services and a derived demand for the industrial plant 
and factors to fulfill these wants. 
28Bauer and Yamey, op. cit., PP• 99. 
29Ibid. 
CHAPTER II 
mVESTMENT CRITERIA m UNDERDEVEIDPED COUNTRIES1 
.How to allocate scarce factors of production is the question 
to be answered by development planners. Not only must factor endow-
mente be considered, but also the disparity between factor prices . 
I 
in money terms and factor productivity. In a free enterprise economy, 
the price mechanism allocates the limited resources. When the 
economy involves public activity, which is not subject to private 
market forces, then the ranking of development projects and the 
criteria for allocating factors are in the hands of economic planners. 
The issue is, then, the adoption of criteria which minimize costs and 
maximize output. 
Economists view the problem of investment criteria in dif-
1 
ferent ways. Some are concerned with maximizing a country's social 
product •. The social product consists of both private go.ods and ser-
,, 
vices and those public or community goods and services, the full 
benefits of which cannot be claimed by any one person or persons. 
Other economists base their investment criteria upon considerations 
of full employment in order to maximize current income rather than 
the rate of growth. Still others concentrate upon problems of inter-
national trade principles to underdeveloped areas. Finally, there 
are economists who are concerned with the broad approach to develop-
ment. These economists see the problems of economic development as 
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involving a total attack on either the low level of purchasing power 
and aggregate demand or an the scarcity or entrepreneurial talent, 
the absence or which implies limited prospects for economic progress. 
Each of these four bases for determining investment criteria will be 
discussed in detail below. 
A. · Ma.x:i.mizatian of the Social Product 
What countries and their economic planners should attempt 
is to discover the "axiological standpoint" from which it i'B possible 
1 
to conclude that a given measure is good, correct, or desirable. 
Professor Haberler points out that this approach should take 
account not only of the absolute size or national income, but that 
it should also include the distribution of the social product as part 
of the national income. Haberler adds, "• •• if one wants the great-
est possible approach to equality or changes in favor of certain 
classes, then it becomes a question if we call the yardstick an 
economic one or one of social justice. n2 He seems to be or the opi-
nion that absolute national income should be maximized with .somewhat 
less consideration given to the mode of distribution. 
Haberler suggests five different methods or distripu~ion, 
which economists and development planners should take into account: 
(1) regional distribution of aggregate national income; (2) functional 
income distribution sm6ng classes and occupations; ~3) income distribu-
tion within classes; (4) the distribution or the S?Cial p~oduct over 
1Hab6~1er-jG:., The The)ry of International~ (New York: The Mac:-
millan Company, 19.36 , pp. 230 ff. 
2Ibid. 
time; and (5) stability and security of the social product. Both the 
maximization and distribution of the social product are important 
factors in judging the success of a development program. 
B. Full Employment 
Underdeveloped economies may adopt as a major objective the 
roaximjzatian of employment along with the maximization of the social 
product. ~ this criterion guides their choice of techniques, they 
can accomplish their goals by: (a) establishing heavy indu'stry and 
full-scale advanced technology, or (b) undertaking the development 
of cottage industries. 
The choice, however, often seems to be between maximum out-
3 put or full employment. Professor Kindleberger explains that the 
choice of factor proportion~ may be complicated by a confusion be-
tween these criteria. Investment in two or more industries may 
yield more income in one and more employment in the other. Kindle-
berger states that this choice is not one which an economist can make. 
If unemployment causes social damage in society, then the goal must 
be full employment. This, in turn, involves another choice betweep 
capital-intensive and labor-intensive technologies. There is a whole 
catalogue of projects utilizing various factor proportions in dif-
ferent countries useful in the selection of developmental schemes. 
(a) Investment in heavy industry 
The promotion of investment in heavy industry implies a 
~indleberger~ op, cit., p, 177. 
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concentration of investment in activities which increase the country's 
future productive capacity; that is, establishing those industries 
which produce the means of' production (capital goods). Such invest-
ment results in a higher long-run rate of' growth of' consumption goods.4 
Economists such as My:rdal, Domar, Rosen stein-Rod®, as well as Indian 
and Egyptian planners consider that the essence of economic develop-
ment lies in the starting of these industries so as to create a firm 
foundation for economic development. 
The development of capital goods industries could also be 
achieved by emphasizing the manufacture of consumer goods. Domestic 
production or consumer goods will eventually lead to the expansion 
of demand for capital goods, if consumer goods production is suf-
ficient~ large. This approach relies more upon the market forces 
· to guide the allocation of' resources than does the arbitr~y establish-
ment of capital goods industri~s. 
Given the objective of· a rapid increase in the rate of growth, 
the establishment of' capital goods industries· is to be preferred. 
Industrialization is vital in developing countries and, by investing 
in technology and in industries which enjoy rapid increases in output, 
a high and sustained rate of growth of national income is assured. 
Ienge argues that, after a certain period, it is profitable to 
use that method of allocation which contributes most to the increase 
in national income or the social product. 5 He assert~, also, that the 
"united Nations, Processes and Problems of' Industrializa~ion in Under-
developed .Economies, pp. 17 f'f' • 
. 5Lange, op. cit., .• P• 13. 
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gains will be realized in terms of employment as well as output. 
(b) Cottage industries 
To maximize employment in the short run, underdevelpped countries 
can expand several handicraft and cottage industries, which, might pro-
vide employment for up to 10 per cent of the people, as exp~rienced in 
India, while economizing on the use of capital. 6 
These cottage industries offer four advantages in solving . 
some problems of full employment: (1) They make use of the traditional 
skills of the labor force; (2) training required for these andustries 
is little and, if any, short in duration; (.3) unskilled lab'or can be 
used; (4) these industries do not require the large social 'overhead 
expenditure required for urbanization and heavy industry. .This ap-
proach to development utilizes the non the side n labor in those cot-
tage industries, which will contribute to an increase in production 
and, consequently, to national income. This "on the side11 labor is 
- ' 
generally unskilled and unable to assimilate immediately into an 
industrialized system. Rather than ignoring this group, it is pro:Bit-
able te create employment for them in cottage industries and, there-
'i 
fore, enable them to earn their own s~bsistence during the transition 
, 
from the pre-industrial to the highly'industrialized economy. 
India provides an example of cottage industry development. The 
cottage cotton industry requires from forty-two to fifty-eight per cent 
more labor and small scale industry in general requires twenty-one 
6~wi~,W,.A~'j, "Economic :Pevelopment with Unlimited Supplies of labour" 
in A. N. Agarwala and s. P. Singh (ed.), ~ Economics of' Under-
development (Bombay: Oxford University Press, 1961), pp. 444 f. 
per cent less capital per unit of output than does large scale in-
dustry. Cottage industries specific ally require thirteen to thirty-
four times the labor, and small scale industry in general f6ur times 
the labor as does large scale industry. The hand loom industry, which 
flourishes in the states of Mysore and Madras in India, has a ratio 
of the value of equipment to the annual gross value of out~t of 
0.010. In India, where there is a population problem and a scarcity 
of capital, the development or cottage and small scale industry has 
proven to be an inexpensive way to alleviate problems of unemployment. 
The Indian Second Five Year Plan limits the output df cotton 
mills to five and one-half billion yards; the output of handlooms 
and small power looms is expected to double from one and six-tenths 
7 to three and two-tenths billion yards. The limitations were imposed 
specifically to encourage the development of small scale cottage 
industry. 
Bhatt suggests that these industries be helped by establishing 
cooperative rural comm.tm.ities, each or which would be self'-suf'ficient 
in the output of certain products and articles. For example, weavers 1 
cooperative societies could be established with governmental assist-
ance in Mysore and :Madras. 8 
The developing economies must choose between alternative 
capital intensities for their different industries. The est,ablishment 
of a new comparative coat structure is the aim of developing, nations 
7Kindleberger, op. cit., p. 179. 
8 Bhatt, op. cit., p. 104. 
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backed by diversification by way of both capital intensive and labor 
intensive methods. 
Professor Kindleberger gives some insight on that dilemma 
that exists in many underdeveloped economies of Asia, Latin America, 
and/ or the Middle East. He stresses that efficient production is 
required for export to earn foreign exchange, and that less efficient 
: 
methods can be used to produce goods f'or home consumption pr inter-
national barter. 
C. Import Policies 
The composition of imports may vary in a development plan 
depending upon the emphasis given to the full employment argument. 
Imports of' consumer goods, particularly luxury goods, may. have to 
be restricted in order to free the foreign exchange necessary to 
import capital goods. If !income is to rise beyond the l.itnits set 
by the'value of traditional exports, such as raw materials,· then 
import substitutes must be developed. Apart f'rom the f'act that foreign 
exchange is scarce relative to the requirements of the development 
program, its availability is subject to Ylide variations arising f'rom 
cyclical fluctuations in export prices. 
Import substitution must be implemented Y~ith care so that 
the ". • • maximum internal economic activity can be maintained Ylhen 
exports sink to their loYiest point, without the creation of. external 
disequilibrium. n9 Many of these trade policies restrict the imports 
9united Nations, Economic Development Planning~ Internatlonal 
·cooperation, op. cit., p. 41. 
of consumption and luxury goods. These goods might then be. produced 
locally. 
Some economists, such as Hirschman and Singh, disagree v1ith 
the policy of creating import-substitute industries. 10 They argue 
from the international trade viewpoint: because external ec9nomies 
and diseconomies are not taken into consideration, investment in 
import-competing industries is always less productive than in export 
industries. It is a,ssumed that comparative costs favor imports. 
It is rather difficult to disagree v1ith this viewpoint, but 
the problem of limited amounts of foreign exchange must be solved. 
In the early stages of economic develop~ent, capital goods pannot be 
produced domestically; their imports immediately create a balance of 
payments problem. In later stages, when the basic social overhead 
activities, which lay the foundation for the country's potential 
growth, are already in operation, private (as opposed to social) 
capital goods become significant in the process of industrialization. 
D. Export Policies 
Many underdeveloped countries--especiallY those which depend 
upon international trade as a major source of national income-are 
confronted by deteriorating terms or trade. It is the policy of some 
of these countries to stabilize, if not increase, their exp'orts in 
order to satisfy their import requirements of capital goods without 
incurring an external debt. A number of countries depend directly 
10HirflQhilian; :::A .• O~, ~Strategy of Economic Development (New Haven: 
Yale University Press, 1961), pp. 120 ff.; A. 0. Agarwala and 
s. P. Singh, op.cit., pp. 289 f. 
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upon income earned b,y exporting one or two commodities, usuallY of 
the staple rau material type. For example, in Venezuela, export 
duties on petroleum account for ninety-seven per cent of go,vernment 
revenues. Chilean copper exports account for fifty per cent of the 
credits in the balance of payments and thirty-three per cent of the 
government's revenue. In Egypt, cotton fibre and seed exports con-
tribute eighty-eight per cent of the credits in the balance of pay-
Il 
ments; in Turkey, tobacco and fruit, fifty-three per cent. The 
ratio of exports to national income is typically very high .·in de-
veloping countries. 
Measures to increase exports are, therefore, a necessary 
part of a sound development plan. An export surplus involves a 
l2 
sacrifice of current consumption to finance capital goods ~ports. 
E, Balanced or Unbalanced Economic Development 
Development planners are in general faced with a choice be-
tween two alternative approaches to development. Some advocate a 
balanced growth strategy; others urge the adoption of an unbalanced 
grorsth program. 
The advocates of balanced economic development hold that the 
economy should be viewed as a system of mutual~ interdependent 
economic units. They emphasize that maximum output will re'sult only 
38 
if all sectors of the economy participate ~ the process of development. 
1lunited Nations, Measures for the Economic Development ~ Underdeveloped 
Countries, op. cit., p. 71 · 
l~d.ggin,~j .. B,, Economic Development; Principles, Problems, and Policies 
(Ne'\-1 _York, W. W. Norton and Company, Inc., 1~59), p. 570. 
That is, only projects undertaken jointly and lending each other 
mutual support will yield greater benefit than the same projects 
undertaken in isolation.13 
The General Assemb~ and the Economic and Social Council of 
the United Nations have adopted a number of resolutions in recent 
years emphasizing the importance of 11balanced" and ttinteg:r:al" social 
and economic development urging that action in these two iields must 
go hand in hand.14 "Instead of treating social policy as a housemaid 
whose function is to tidy up human suffering and insecurity left in 
the Wake of economic development, social objectives should be built 
in on an equal footing with economic objectives into comp:rehensive 
15 
social and economic planning. n 
Economic e::tperts of the United Nations have gone farther in 
discussing balances by pointing out that countries must secure balance 
between several alternatives: between conswnption and inv.,estment; and 
between investment in human beings and investment in mate'rial capital; 
between public works and other productive activity; between antarchy 
and foreign trade; and between .·industry and agriculture. 
They proceed by emphasizing that choices between these alterna-
tives are false. There can be no favoring one over another in invest-
! 
ment and allocation decisions. Development must combine all of t~ese 
13This p~int of view is stressed very emphatically by Hirschman 
(oR• cit., p. 57). 
+4-united Nations, Department of Economic and Social Affairs, Report 
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o:6 ~~Social Situation, with Special Reference ~the Problem 
of Balanced Social !mQ. Economic Development (New York: United Nations, 
1961)' pp. 101 f. 
J;5united Nations, Measures for ~ Economic Development ,,2! Under-
~eveloped Countries, p. 50. 
variables simultaneously and in a balanced way. "The problem in each 
case is only that of relative emphasis: how far one should go in both 
directions.n16 
Hirschman, in The Strategy of Economic Development, advocates 
17 
a theory of unbalanced economic development. He argues that a 
country cannot undertake any number of projects, because they would 
turn out to be profitable. He argues that, at any one time, the 
available developmental skills of a country set some kind :of ·a ceiling 
on the number of projects that can be undertaken at the same time •. 
Balanced development, Hirschman says, is really no't needed, 
because what has taken place in the currently developed countries 
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is a sort of a ttseesaw advancett, This type of_ development is explained 
clearly by Hirschman: 
"· •• it is the end result of a series of uneven 1ad-
~ances of one sector followed by the catching up of 
other sectors. If the catching-up overreaches its goal, 
as it often does, then the stage is set for further 
advances elsewhere. The advantage of this kind of see-
saw advance over 'balanced growth', where every 
activity expands perfectly in step with every other, 
is that it leaves considerable scope to induced in-
vestment decisions ••• " 18 
It is not within the scope of this study to judge the relative 
merits of these alternative approaches to economic development. 
Whichever is adopted, the planners are still confronted b¥ the problem 
of resource allocation to overcome the particular obstacles to 
l6Ibid 
-· 
17Hirschman, op. cit,, pp. 62-63. 
18Ibid. 
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development as stressed by the theory. If balanced growth is chosen, 
then it is the level of demand which requires attention. ~ unbalanced 
growth, then it is the creation of larger quantities of scarce de-
velopmental skills. 
CHAPTER III 
SOURCES OF DEVElOPMENT CAPITAL. BY 
N ATIW AL ORIGIN liND SECTOR 
A. Domestic Sources of'Capital 
The major responsibility for financing economic development 
falls upon the developing country itself'. In accomplishing their 
objectives, the developing countries depend upon local private and 
public investment as a source of capital funds. 
Private 
Private investment is financed either by an increase in 
voluntary savings or by credit creation. Sources of capital are 
partly the private entrepreneurts own resources with the remainder 
being made available by credit institutions, such as private invest-
ment banks. 
Bu.siness saving usually is obtained from profits, and a con-
siderable amount of gross private investment is financed by depre-
ciation and depletion allowances. The private sources of capital can 
be divided into the categories of equity and credit. 
Equity is the private individual's investment in a corporation. 
These investments represent private ownership, and are not loans in the 
form~ of bonds. 
Credit is capital provided by private banks, finance and in-
vestment companies in the developing country to corporations' or private 
entrepreneurs in the for.m or bonds or personal loans for business 
purposes. 
Public 
Many underdeveloped economi~s depend upon public investment 
by the government to accomplish thefr objectives. What is meant here 
by public sources of capital are subsidies, grants, and/or loans by 
the government to privately ow.ned and managed enterprises or to 
public corporations o~ned and managed by the government or its 
agencies. In many cases, especially'Where large amounts of capital 
are involved, the usual methods of private financing may be inadequate. 
Government participation or ownership becomes important. 
The state may provide financing by purchasing a part or all 
the stock of both existing enterprises and new corporations. The 
government, therefore, may assume the burden of creating industries 
to promote its development objectives through direct and portfolio 
investments. Any sovereign government can create corporations financed 
with public funds. 
The state can lend to private enterprises, becoming a creditor 
either directly or through publicly owed banks. The developing 
country's government m~ become a creditor to specialized, autonomous, 
government-owned corporations or commissions. 
Funds raised by the state can be used in financing publicly 
owned and privately o~med enterprises either by giving subsidies or 
grants. The government can also place tax-generated savings ~t the 
disposal of private individuals through an expansion in deposits. 
Public investment in social-overhead facilities may be needed 
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in developing nations to stimulate entrepreneurship. Such :projects 
do not usually interest private investors because of the risk element 
and small profit margins. 
Channels of Trangmission of 'Domestic Capital 
The stock exchanges and the 'banking system are two media 
through which the financing operations described above m~ be per-
formed. The financing of new~ established public corporations is 
usual~ done through government-o\>Jned institutions. These :fnstitu-
tiona may be created for a specific project or eXisting institutions 
may be assigned the responsibility of undertaking these pl~s. 
B. Foreign Sources of Capital 
Foreign sources of capital a~e necessary for the economic 
development of underdeveloped countries Ol>Jing to the inadequacy of 
domestic capital resources. External capital is needed to the ex-
tent that domestic saving and taxes fall short of the investment 
required for the desired rate of deve'lopment. Foreign sources thus 
1 
increase the total resources availabl~ for economic developm~nt. 
Table III-1 (see page 45) indicates the capital required by under-
developed areas to raise their per capita national income two per 
cent annually. 
Foreign sources of capital are also of both private and public 
I 
origin, and include international lending institutions. 
~indleberger, 'op .cit. , pp. V8-Z79. 
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TABlE III-1 
Capital Required by Under-developed Areas Annually in Industry and Agriculture 
to Raise their National Income Per Capita by 2 Per cent Annually 
1 2 3 4 5 6 7 8 
Expected 
rate Net 
of annual National domestic Needed for 
population income savings Industri- Agri- Total 
Population increase 1949 1949 alization culture needed 
mid-1949 1950-1960 
Area (millions) (per cent) (millions of dollars) 
Latin .America • • • 158 2.25 24,000 1,990 1,580 960 2,540 
ll.f'rica, excluding 
Egypt •••••• 178 1.25 13,200 720 1,780 528 2,308 
Middle East, 
including Egypt • 94 1.50 
~ - --
9,000_ 
..__ - - 540- - -940 360 ··1,.300-
South Central AsiaY 436 1.50 24,000 1,200 4,360 960 5,320 
Far Eask excluding 
Japanb ••••• 661 0.75 26,400 790 6,610 1,056 7,666 
Total 1,527 1.25 96,600 5,240 151270 3,864 19,134 
Source: United Nations, Measures for the Economic Development of Under-developed Countries 
(Sales No.: 195l.II.B.2), P• 76. 
~/ Including Ceylon, India, Pakistan, the Maldine Islands and the adjacent areas 'of Bhutan and 
Nepal. 
121 Including British Borneo, Burma, China (mainland), China (Taiwan), Federation of Malaya, Hong 
9 
Deficit 
(col. 8 
minus 
col. 5) 
550 
1,588 
-760 
4,120 
6,~6 
13,894 
Kong, Indonesia, countries of former French Indo-China, Macao, Mongolia, Netherlands New Guinea 
(there is a dispute about the territory, as regards its political status, between the 
Government of Indonesia and the Government of the Netherlands), Philippines, Thailand, Timor and 
Singapore. 
,t:-.. 
\1'1 
Private 
As in the case of domestic equity capital, this type of finan-
cing is in terms of the o~nership of the corporations. What is sig-
' 
nif'icant is the nati0nal origin of' the investment. Because of' foreign 
ounership, investment capital and iricome may be repatriated to the 
foreign country, thereb,1 creating a·foreign exchange problem. 
Private foreign capital could also be in the form of loans 
advanced by private individuals or groups to local private ~orrowers 
or to the local government. Credit may be extended in the fonns of' 
personal loans, credits, or bonds. 
Public 
Public foreign capital can ~ provided by the acquisition of' 
the equity of corporations in the developing country. An example of 
foreign government equity investment in local private enterprise is 
the British Government 1 s investment in the Suez Canal and the equity 
investments of the International Finance Corporation (IFC) are quasi-
governmental in nature. 
I 
Foreign sources of capital provided by foreign governments 
are also invested in local government bonds or in loans to the de-
' veloping country's government. Public foreign loans are also extended 
to local private corporations and busanesses. 
Foreign sources of capital are also obtained through subsi-
diaries and grants from governments and international instittJ-tions. 
Grants relieve the domestic governmerm of the burden of interest pay-
ments and amortization charges. They alleviate the transfer ·problem 
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of the underdeveloping debtor countri~s. 
Assistance is given in association with local and for.eign 
private investors to improve and expand productive private enter-
prise. They bring together foreign private capital and domestic 
private capital into productive investment. leans are given by 
I 
foreign public and international mstitutions to private dome.,stic 
' 
enterprises, although they must sometimes be guaranteed by the 
government in whose territories the p~oject is located. Sometimes 
the terms of the loans require that the borrowed funds be spent in 
the territory of the lending country. : 
I As in the case of loans to pr~~ate enterprises, some foreign 
public financial organizations and international institutions prefer 
to lend and make grants for specific local government projects. 
Channels of Transmission of Foreign Capital 
The loans and investments of p~ivate or public foreign sources 
of capital are channeled to the developing nations through a variety 
. 
of individual, public, ,and international institutions. 
What is meant here by individual organizations are institutions 
I 
which derive their funds from private or public contributions and 
loans. These are most often ip.ternational lending insti tutio:qs. The 
International Bank for Reconstruction and Development falls within 
I 
this group. The I.B.R.D. lends to private enterprises as well as 
2 
member governments of the bank or agencies. The bank is financed 
~.S.Senate, Staff Memorandum 9!!. International lending Agencies 
(Washington: United States Government Printing Office, 1960), 
pp. 1-33. 
47 
through private investment capital and contributions of government 
members in the bank. 
The International Finance Corporation (I.F .c.) is another 
channel for the transmission of capital to private national investors, 
and associates its work with foreign private investors to promote 
growth. 
The International Development Association is another of these 
lending institutions. The I.D.A. is associated with the International 
Bank. 
Several programs of bilateral intergovernmental capital assist-
r 
ance are used to channel capital funds into developing economies. 
The United States has provided most of this assistance through a series 
of government agencies. The International Cooperation Administration 
undertakes public projects with the governments of underdeveloped 
countries. The Export-Import Bank lends to private United States 
firms to finance their overseas investments 1 and makes loans to 
foreign governments and agencies. 
Both the Colonial Development Organization and the Commonwealth 
Development and Finance Corporation of the United Kingdom supply sub-
stantial funds to several developing economies. 
The Fe.deral Repu.lUic of Germany and the Republic of Fr;ance 
provide five to ten year loans in the form of supplier's credits. 
The Japanese Government provides some financing in the form of Yen 
credits given to several developing countries. 
The Soviet Bloc countries have provided capital and grants 
to underdeveloped countries. India, the United Arab Republic, and 
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Indonesia have received the largest share of this assistance.3 
0. Foreign Trade Policy and Development Fnnds 
I 
Foreign trade is a stimulus to economic growth. International 
division of labor and international trade, which enable every country 
to specialize and to export those goods and services in which it has 
a comparative advantage, have been and still are basic factors in 
the promotion of economic development. Trade means a higher real 
income, creates a market for a country's products, and is a source 
of foreign exchange. 
Various foreign trade trade models have been develop~d to 
illustrate how trade can contribute to capital accumulation. 
One model illustrates the case where the developing nation 
< 
depends on its export industry as a leading or principal earner of 
foreign exchange. The developing nation in this model exports a large 
percentage of its output and depends to a great extent upon ~ts 
exports to generate national income. The autonomous variable upon 
which exports depend is foreign demand.4 
In another model, the developing nation 1 s export inc;l"!fstry lags 
' behind its domestic growth. The increase in capital goods imports 
from developed countries explains the export industry 1 s lag. ,, The 
impetus here comes from domestic investment, which raises imports 
faster than exports grow. Import substitution usuallY follows such a 
3UnitedNations, International~ of Long-Ter.m Capital and•Official 
Donations, op.cit., p. 33 ff. 
4-Kindleberger, op.cit,, pp. 245 ff. 
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pattern of foreign trade, in order to economize on foreign currency 
expenditures. 
In still another case, the developing nation's exports will 
increase autonomously assuming an elastic international demand for 
I 
its products. This expansion in exports will generate earn~gs to 
pay for its capital goods imports. This pattern of trade puts 
emphasis upon exports as well as upon imports. 
Relative Emphasis Upon International Trade 
Some underdeveloped countries pursue a policy of contr.ol over 
their foreign trade as a means of accelerating their development. 
The degree of control differs from one country to another. It reveals 
the existing dilemma of those who, on the one hand, wish to see 
international trade conducted on free trade principles with a mini-
mum amount of restrictions, and those who, on the other hand, believe 
in controls over foreign trade to achieve the priorities of a develop-
ment program)> 
A primary object of commercial policy in underdeveloped 
countries is the defens~ and stability of its balance of payments. 
Multiple exchange rates, exchange depreciation, quota restrictions 
and tariffs are directed toward these ends. Their ultimat~ aim is 
to improve the terms of trade. The United Nations emphasized in 
its different economic surveys that favorable and stable terms of 
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trade are essential to achieve balanced development so that a developing 
country will not be harassed by terms of trade fluctuations. 
5 Ibid., pp. 252 r. 
If countries specialize in commodities in which they have a 
comparative advantage, and are not exposed to wide price movements, 
they -will earn the foreign exchange necessary to pay for ordinary 
imports and imports required for development. Moreover, they will 
6 
accomplish this at the lm·Jest real cost. 
6Ibid., p. 259. 
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CHAPTER IV 
PLANNING .AND COOTRDL OF ECONOMIC DEVElOPMENT 
A. The Need for Planning 
On examining the problem of planning, the United Nations 
report on measures for economic development pronounces itself 
clearly in favor of central administration. It recommends t'he 
creation of a central economic organization to analyze the economw 
of the country, to advise what measures be taken in applying develop-
ment programs, and to present periodic reports on them. The de-
velopment program should include a budget v1hich would indicalte the 
capital needs of the plan, and should specify estimates of both 
1 
domestic and foreign capital resources. 
In addition to the traditional prerogatives of the state, 
such as education, security, and justice, there are other functions 
which emanate from and revert to it naturally. These functi9ns 
I 
result from the hesitation of the private sector of the developing 
economw to act in the face of uncertain profits. 
l 
The United Nations report proceeds to mention that, =i-n order 
to bring about adequate economic development,- the government should 
set up and apply a general economic plan to coordinate the main 
economic activity of the country, and to fix the objectives to be 
achieved over a period of time. Most governments in underdeveloped 
lunited Nations, Measures for the Economic Development of Underdeveloped 
Countries, pp.·93 ff. 
areas are convinced by the United Nations recommendations that a 
laissez-faire policy cannot produce development, and they have em-
barked upon detailed state planning and programming of development 
projects. 
Tinbergen has clarified the process of economic development 
that has occurred in the presently advanced economies. "In the 
presently advanced countries, the process of economic development 
was carried on by ~ large number of individual entrepreneur~. 
Government action was restricted in scope.· Decisions were taken 
on the basis of vague ideas of general progress and often somewhat 
2 haphazardly." 
Economic development may be furthered by what may b6 called 
a ttdevelopment policy11 • Tinbergen takes this position, and ·it is 
obvious that United Nations experts placed the burden of formulating 
such a policy on state planning agencies. 
Such state planning would have as components the setting 
of development targets and goals, and would outline the natfonal 
budget in order to ensure a total revenue and expenditure sufficient 
to maintain full employment of national resources. State planning 
might also involve the creati~n of public e~terprises of gen~ral 
interest Which, due to the volume of capital investment and to their 
more "usefultt and "productive 11 rather .. than profitable aspects, are 
best undertaken by. the state. These enterprises include heaVy in-
dustry pertaining to national defense and geological and min~ral 
. 
2
:rin'Bergen.;J.;, ~ Design of Development (Baltimore: Johns Hopkins 
University Press, 1958), P• 3. 
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resources.3 
The components of state planning in setting targets' usual~ 
represent desired increases in the quantitative amounts of certain 
goods and services. They include different budgets for public in-
vestment projects and social and human investment. The latter ex-
penditures include education, manpower surveys, vocational '\;raining, 
and health. 
B. Advantages of Government Control and Ownership 
It is fully realized at the present time that entrepreneur-
ship plays a unique role in generating economic progress. ~irect 
government action and ownership creates entrepreneurship through 
its training or managerial talent; this entrepreneurship is ,not 
adequate~ supplied by the private sector of the economy. 4 'The 
needed entrepreneurial talent is usually developed faster by the 
state in underdeveloped nations, which cannot wait for it to develop 
. . 
slowly in the private sector. Measures to promote the domestic 
supply of this factor could be seen in cases \>Ihere the government 
I 
may bear the risk of starting new enterprises. Government develop-
ment boards lay the foundation for stimulating the development or 
entrepreneurship. These individuals have the authority to act, 
to assume risks, and to bring about change through the organization 
of human effort.5 To develop these abilities, the governmen~ can 
3united Nations, Measures !.Qr. Economic Development, p. 93. 
~rause, op. cit., p. 169. 
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1hord:on;~L •. .~~ "Private Enterprise and International Development", 
Harvard Business Review, Vol. 38, No. 4 ( Ju~-August, 1960):, pp .134 ff. 
56 
fruitful to say first that all government personnel are salaried, 
and their earnings are not affected by profits or losses. There-
fore, the incentive for efficiency slackens, and the forces of profit, 
which generate efficiency in the private sector, do not play a role 
in the public sector. 
The need for flexibility, adaptability, and innovation is 
vital to provide a wide variety of goods and services. The public 
control of business and corporations leads often to a standardiza-
tion of services and processes as opposed to the much needed re-
search and development •. 
D. Operational Framework of Government Control and Planning 
The government may assume all entrepreneurial activity by 
owning and operating most of the existing enterprises, or it may 
acquire a share of them. The latter case rep~esents participation 
of the state with the private sector in certain businesses and in 
their management. All economic activity could be brought under full 
or partial government control or ownership. 
The process of government ownership includes the seizure 
of existing privatelY owned properties; i.e., the nationalization 
of property. From the economic point of view, nationalization is 
one method of putting productive resources at the disposal of the 
government. It is presumably done as part of a master plan for 
economic development. This action may also represent to some a 
matter of political principle; i.e., the principle that private 
ownership is inappropriate for some or all sectors of the econo~ 
regardless of whether a plan exists or not. 
Nationali3ation is a generic term meaning, in general, the 
compulsory taking of private property into public ownership. Expro-
priation means the taking of private property through nationalization 
which is subject to due and proper compensation. The taking of 
property without compensation is not expropriation, but confisca-
tion. 
Another aspect of the process of government control and 
ownership includes the developing of new publicly owned enterprises. 
It establishes and operates new industries and industrial develop-
ment corporations and commissions. This approach played an impor-
tant part in initiating industrialization in Japan after the Second 
World War. 
The types of government control and operation discussed 
above were applied in different degrees in the existing mature and 
developing economies. After World War II, the pace of nationaliza-
tion was rapid in Great .Britain and France. Both countries nation-
alized the coal, gas, and electric power industries. The French 
nationalized the major insurance companies, and extended state owner-
' 
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ship to the steamship companies and airlines. The Soviet Union remains 
the foremost example of development under complete state control. 
Government control and planning varies in each developing 
nation. They all agree that more effective government action is 
necessary to stimulate their growth. Some of these developing nations 
rely upon a complete development plan; e.g., India, the United Arab 
Republic, and Ceylon. Others ~dvocate a gradual approach which 
places very little emphasis upon overall planning and deliberate 
industrialization. The ravenues of choice are there, and it is for 
the development planners to adopt whichever policy is suit~ble to 
achieve their goals or econo~c growth. 
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CHAPTER V 
COURSE OF EGYPTIAN ECON014IC DEVElOPMENT PLANNING 
A. Summary of Economic Conditions prior to 1922 
Most estimates of Egyptian national income prior to 1952 
are fragmented and unreliable. The best available measures of 
economic ~evelopments up to that time are Issawi's agricultural 
I 
and industrial production indices (Table V-1). These data are the 
main sources used in evaluating the state of the Egyptian econorow 
to 1952. 
Agriculture: 
Table V-1 is an index of agricultural output from 1924 to 
1951. The evidence given in this table is clear. Between the two 
TABlE V-1 
EGYFT: INDICES OF VOIIJ.ME .AND GROSS VADJE OF AGRICUI:rURAL CROPS 
(1939 = 100) 
Pre-War Year!i.l War Years Post-War Years 
Year Volume Value Year Volume Value Year Volume Value 
1924-28 83 145 1940 94 94 1946 98 209 
1929 93 118 1941 89 115 1947 100 258 
19.31 80 75 1942 79 184 1948 112 285 
193.3 92 78 194.3 75 187 1949 110 325 
1935 94 94 1944 79 229 1950 119 442 
1937 103 97 1945 81 267 1951 118 
1938 93 89 
Source: Issawi, ~gypt at Mid-Century (An Economic Survey), (Oxford: 
O:xf'ord University Press, 1954), p. 79o 
World Wars, the agricultural sector of the Egyptian economw achieved 
considerable increases in output, although this was offset by the 
sharp decline in cotton prices in the 1920 r s * During the Second 
World War; cotton acreage was restricted to eight per cent of the 
total area under crop cultivation from a high of twenty-one per cent 
1 in 1937-38. This resulted in a sharp decline in agricultural pro-
duction. 
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No subt!tantial expansion took place in the amount of cultivated 
area, which increased from almost eight million acres in 1912 to 
slightly more than nine million acres in 1948, and remained constant 
after 1948. Fallow land reclaimed in this period did not exceed 
fifteen per cent of the total area as of 1948, whereas the population 
almost doubled from ten million in 1897 to nineteen million in 1947, 
an increase of 1.3% per annum. Thus, the population increased seven 
times faster than the arable land under cultivation .. 2 
Industry: 
Interest in modem-scale ind.uJStrialization and the effective 
existence of what could be called an industry dates· from the First 
World 1var. In 1920, industry was stimulated by the establishment of 
the Misr Bank, a private industrial development bank. One of its 
principal objectives waa to foster Egyptian. industry. Its objectives 
were enhanced by the tariff reform of 19301 which increased duties on 
lwahab, A. Abdel, The Egyptian Cotton Situation (Cairo: Government 
Press, 1937), p. 1 f. 
2rssawi, c., Egypt ~ Mid..,Century (~ Economic Survey), (Oxford: V 
Oxford University Press,, 1954), P• 79. 
imported goods and marked the beginning of diversified industrializa-
tion., The industries established were: fuel and p01r1er, mining and 
quarrying, metalltirgy1 textiles (cotton, wool, silk, rayon, and 
others), food processing, chemicals, building materials, paper, 
construction, leather and tobacco. The capital and management of 
these enterprises were mostly Egyptian, and they were operated as 
private enterprises £or profit. 
During World. War II, the index of net industrial -output rose 
from 100 in 1939 to 154 in 1944, and, between 1944 and 1947, the 
index. of industrial production is estimated to have risen by an 
additional twenty-seven per cent e However 1 the level of national 
output in this period. was determined mainly by the size and value 
of agricultural output. Dtlring World War II, therefore, the combined 
index of net agricultural and industrial output fell from 100 in 
1939 to eighty-seven in: 1943, ninety-three in 1944, and ninety-t,o~o 
in 1945. By 1950, it had risen to 171. Issawi notes: 
tt.An index of industrial production covering the 1945 
and 1948 Egyptian Censuses shows that, between these 
two dates, durable goods increased by 31 per cent, 
non-durable goods by 25 per cent, mining and quarrying 
by 51 per cent, electricity and gas by 57 per cent. 
Total industrial production was estimated to have 
risen by 27 per cent." 3 
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Before 1952, therefore, no real effort was made by the Egyptian 
government to direct the country's economy.4 Despite the modest 
beginntng noted above, most private investment ~as still directed 
3Ibid,. 
4u.A.R. General Information Department, The 1960 ~ ~ (Cairo; 
Government Press, 1960), p. 231. 
62 
towards acquiring ag:t~icultural land and building apartments in the 
major cities. 
The few businessmen who entered the field of industry preferred 
factories that turned out textiles and luxury goods such as perfumes. 
Fierce initial competition often forced the smaller enterprises out 
of business, and left the market to a few monopolies. 
In 1952~ the state of industry was deficient in several res-
pects: First, many industries were not properly managed, such basic 
control techniques as cost accounting and market research were rarely 
utilized. Second, the industries lacked moder.n production techniques, 
resulting in high unit costs and inferior quality which prevented 
effective competition with foreign goods. Third, vocational training 
and the raising of the standard of technical knov7ledge were not re-
ceiving proper attention, and lallor productivity was stagnant at a 
low level. Finally, industrial growth had not been planned on a 
long-term basis but on temporary circumstances, such as those created 
by the war. The inevitable resuJLt was that these industries collapsed 
'toJhen the circumstances under whic:h they had been established ceased to 
. t 5 eXJ.s • 
Foreign Trade and Commerc~ 
The total volume and net balance of Egypt's foreign trade 
depended at all times upon the va.lue of its exports of raw cotton 
which earned most of the country's foreign exehange. With this pattern 
of foreign trade, the Egyptian economy was highly sensitive to interna-
tional economic developments. The changes in the prices of raw 
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materials in ~he international market were simultaneously reflected 
in Egypt's balance of trade. With the exception of the extraordinary 
period of the Korean war, the net terms of trade -were not very favorable. 
B.. Economic Conditions Since 1952 
Summary of Changing Conditions 1952-1927 
In 1952, a revolution led by Gamel Abdel Nasser brought about 
a change in the economic rationale and th:inking in Egypt • The new 
regime in Egypt aimed at increasing the country 1 s national income and 
raising the standard of living of its people within a framework of 
state planning and Ar~b socialism. 11The aim of ow:- economic rev~ lu-
tion is to open out to the people new opportunities for a richer and 
6 . 
more varied life. 11 The :revolution hoped to achieve a substantial 
change in the economic and social conditi~s of a country whose people 
had liyed under semi-feudalism or worse for thousands of years, and 
Where foreign occupation had persisted until 1954. Early attempts 
to correct some of the worst structural deficiencies of the Egyptian 
economy included the following: 
(l) The Agrarian Reform Law (1952) abolished feudalism and 
. . 
.. 
the agricultural sector showed'considerabie improvements (see Table 
V- 2, page 6~JP ~ 
. I 
(2) Egyptianization laws -were enacted in the insurance and 
~anking systems to give the government control over their substantial 
resources and to use tjlem in the national interest. Most leading banks 
had been controlled by British, French, or Belgian capital; 
6~Economic Development and the Nationtt, a speech by President Nasser 
on July 2.3, 1961. 
~ TABLE V-2 
U .A.R.: INPUT AND OUTPUT OF AGRICUDrURE (SEIECTED YEARS) 
(millions of Egyptian Pounds) 
Item 1953/54 1954/55 1955/56 
Inwt 
Non factor input: 
Seeds 19 .. 0 20.2 20.3 
Chemical fertilizers 20.8 21.6 19.8· 
Fuel 6 .. 2 3.3 ~).9 
Berseem 47.3 52.4 49.5 
·Other Fodder 26.2 21.6 22.7 
Insecticides 0.2 0.2 0 • .3 
Total 119.7 119 • .3 116.5 
Depreciation ) 262 • .3 300.9 .311.8 Factor. input ) 
Total Input .382.0 420.2 428.3 
Output 
Crops: 
Farm Crops 28'7.0 311.,0 .302.9 
Cotton 85.0 103.0 
Cereals 12.3.0 126.0 
Other 79.0 82.{) 
Vegetables 13.0 14.1 15.8 
Fruit 12.0 13.8 16.,0 
Aromatic seeds 0.6 0.7 
Total Crops 312.0 339 .. 5 3.35.4 
Livestock products: 
Slaughtering 31.0 .36.8 44.8 
Dairy Products ~ 28.0 p1.2 .33.5 Raw Wool 0.3 o.; 
Poultry ~ 11 .. 1 ~12.1 1,3.8 Honey and Wax 0.3 0.3 
Total Livestock Products 70.0 80.7 92.9 
Total Output 382.0 420.2 428.3 
.. 
Source: United Nations, Economic Survey 2! Africa Since !22Q (New York, 
1959)' p. 60. 
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{3) New taxation laws fostered a more equal distribution of 
the tax burden, and resulted in a more equal pattern of income distribu-
tion; and 
{4) The state nationalized the Suez Canal Company in order to ~ 
use its tolls as a source of foreign exchange revenue for the Treasury. 
C. The Road to Development Planning 
A Planning Commission was set up in 1952 to formulate a compre-
hensive plan for national social and economic development, and to se-
cure balanced growth of the various sectors of the Egyptian econo~. 
The stated objectives of the economic planners were: 
{1) To raise total production faster than the increase in popula-
tion; 
(2) To achieve a rapid increase in the national income, and 
to secure a more equal income distribution to maximize the welfare 
or all the people; 
(3) To increase per capita income by one hundred per cent in 
a period or five years; 
(4) To increase employment opportunities and to eliminate 
disguiaed employment and underemploYDfent in rural areas by the expan-
sion of land cultivation ~d the dem~cratization of land ownership 
through land reform; 
(5) To reduce inequalities in income and viealth, and to reduce 
the rate of population growth to about one per cent per year; 
(6) To promote new government-approved industrialization and 
to improve the efficiency of all industry. The Planning Commission, 
although admitting the importance of raising the agricultural output, 
insisted that raising the standard of living through agricultural 
extension and improvements was not a hopeful prospect. The Commission 
argued that industrial development was needed to eliminate disguised 
rural unemployment and that the realization of a one hundred per cent 
increase in the per capita national income per year would be out of 
the question without the development of an efficient industrial sector 
to employ a non-agricultural labor force; 
(7) The promotion of cottage industries and the industrailiza-
tion process should be paralleled by the encouragement of a sound 
cooperative movement in order to combine the advantages of both small 
scale and large scale agricultural productions. 
(a) The Permanent National Production Development Council 
At the same time as the creation of the Planning Commission, 
the Permanent National Production Development Council was established 
by Decree Law No. 213 for 1952.7 Its main functions were more imme-
diate and practical: 
1) to discuss economic schemes aimed at promoting national 
production in the agricultural, industrial and trade fields and to 
draw up within one year of its establishment, a comprehensive develop-
ment program. The Council '\o1as requested to give priority to the most 
productive, easiest and least costly schemes that could be carried 
out in three years. 
2) to conduct immediately studies to overcome shortages in 
local supplies of wheat, oil, sugar, animal products and fertilizers. 
7u.A.R., General Information Department, ~ 1960 Year~' p. 203. 
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.3) ••To carry out schemes which it can undertake individually 
or through the bodies it chooses."8 
The Council was relatively successful in its projects. Within 
the agricultural sector, it supplied select seeds, diversified 
agricultural crops, and extended credit facilities to the peasants. 
'I'he Council formulated plans to raise production in agriculture, and 
to improve irrigation and drainage services. The planners decided 
that, in order to increase the agricultural area, a thorough study 
of the High Dam Scheme was necessary. It considered such a scheme 
as the backbone of agricultural expansion plans in addition to its 
other economic advantages. 
In the industrial sector, the council studied the country's 
industrial potential, and recommended the setting up of new industries 
and the consolidation of the position of the existing ones.9 
(b) The Supreme Planning and Coordination Authority and The Five Year 
Plan Committee: 
Simultaneously with the establishment of the Per-manent National 
Froduction Development Council, a Supreme P·lanning and Coordination 
Authority was. established. It was presided over by the President of 
the Republic and, in his absence, by the Minister of Finance, who 
acted as his deputy. 
Committees were set up in the Ministries of Health, Social 
Affairs, Interior, Communication and Education under the Coordination 
8 Ibid, 
9Ibid-, p. 206. 
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Authority. Each committee was called a ''Five Year Plan Committeen, 
'W.as presided over by a .Cabinet Minister, and was composed of ten 
senior officials from his Ministry. These committees were to study 
development schemes, each in its own field, and coordinate it ~ithin 
a proposed Five Year Plan.10 
(c) The Permanent Public Service Council 
The Supreme Planning and Coordination Authority remained in 
existence for but a short time, being replaced by the .Permanent Public 
Service Council. (P.P.s.c.) under Law No. 49'.3 of 1953, which defined 
its functions as follows: 11 
1. to discuss general-economic policy, to formulate basic 
health, education and social plana, and to coordinate these; 
2. to raise public service to a high level of efficiency 
through training, guidance and organization; 
). to study the work of private organizations engaged in 
activities connected with those undertaken by the Council with a view 
to coordinating them and benefiting ftom their independent work; a.ll.d, 
4. to sul:mit recommendations to the Council of Ministers, and 
to prepare an annual report on its activities and the schemes completed 
in various fields of public service. 
Among the major findings of the Council were that although 
the urban areas had the major share of public services, the rural areas 
had sixty per cent of the population and were the main centers of 
10Ibid .. , p. 207., 
11Ibid., p. 208. 
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production and manpower. Therefore, plans were drawn for the establish-
ment of special technical assistance units, to serve fifteen thousand 
persons each in the agricultural, health, education and social services 
12 
fields. 
(d) The National Planning Committee 
B.r March, 1955, the Government had come to realize that more 
effective coordination of planning efforts would be necessary if 
development objectives were to be realized, and that it would be 
necessary to substitute for the efforts of the various "Five Year 
Plan Committees" a single organization with the responsibility for 
creating. a comprehensive national economic plan. To achieve this end, 
the National Planning Committee was set up in March, 1955. The func-
tions of this committee were defined in Iaw No. 141 of 1955. They 
13 
are as follows: 
1. The copnni ttee should draw up a comprehensive national 
plan .for economic and social development to be carried out within a 
fixed period. 
2. In the execution of the plan, all government and non-govern-
ment efforts were to be coordinated in the light of the studied plans. 
3. The main aims of the national plan and the period of its 
execution were to be fixed in the light of the financial resources, 
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technical experience, available manpower and the possibility of execution. 
12 . 
U.A.R., General Information Department, Nine Proud Years, P• 21. 
l3Ibid,, p. 208. 
The National Planning Committee ~as presided over by the Prime 
Minister, and was composed of a number of Ministers and their deputies. 
The idea underlYing such a composition was to enable the committee 
to deal with schemes drawn up by the Permanent National Production 
Development Council and the Permanent Public Services Council, which 
were amalgamated into the N .P .c. in December, 1956. This step was 
taken to avoid duplication of work undertaken by the various ministries. 
(e) Reorganization of the National Planning Committee 
In 1957, the National Planning Committee was reorganized and 
its functions enlarged. Its major objectives, however, were unchanged; 
i.e., to draw up a general development plan, outline its stages, and 
draw up the necessary legislation to implement the schemes presented 
by the various ministries. r 
In its work, the Planning Committee was guided by the follow-
ing considerations, and its i'unctions were amended accordingly 
(Presidential Decree No. 78, 1957): 
1. To use efficiently the available financial, material, 
and manpower resources; 
2. To arrive at the most profitable methods of using these 
resources in production, investment, export and consumption; 
3. To arrange the method of financing projects in both the 
public and private sectors;14 
4. To establish systems governing the use of foreign curren-
cies earned from all sources; and, 
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5. To coordinate all economic and executive organs of government. 
14 Ibid .. , P• 210. 
In addition to the drawing of the general plan, the Planning 
Committee was responsible for overseeing the execution of the master 
plan after its approval b.Y the Supreme Council, and to report to the 
Supreme Council on the progress achieved. It had, also, the duty of 
providing technical supervision for the compilation and publication 
. 15 
of statJ.stics. 
Composition and Structure of the Planning Committee 
The committee was organized into departments and units along 
the following lines: 
(a) Departments 
,{.1) Documentation, Training and Accounting Department 
This department consisted of the library which keeps books, 
bulletins, circular letters, and notes. Technical a.rchi ves ¥~ere 
maintained for compiling information and statistics and for keeping 
records of all studies made. The department 'Was entrusted with the 
establishment of a general economic information service and the es-
tablisbment of contact with other government organizations. Transla-
tion and publication work were among its major activities. 
(2) The "Follow-up" and Execution Department · 
This department \olas entrusted with the overseeing of the 
execution of economic and social development schemes. It ¥las re-
quired to make a planning analysis of these schemes, estimate their 
revenue and cost and their effect upon the national economy, and to 
dra'W up a priority program for the execution of the various schemes. 
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.(3) The National Income Analysis Department: 
This department was entrusted with the following functions; 16 
(a) to make an annual estimate of national income; (b) to draw up 
periodic reports on national income; (c) to draft a periodic budget; 
(c) to estimate the impact of ~he national planning,budget on each 
economic sector, and to follow up future economic progress; (e) to 
conduct economic, mathematical, and statistical studies on planning 
with special reference to financial questions; and (f) to take part 
in d:raw~g up annual reports on planning in Egypt and other parts of 
the World! 
(b) Administrative and Technical Units 
The Units included in the National P'lanning Committee incJ.uded 
the follov1ing: 
(1) Technical Units 
(i) Agriculture, Irrigation and Drainage Unit 
Its functions were to report on various water resources 
and irrigation schemes and on the geog~aphical distribution of 
cultivated areas and to report o~ various irrigation machines and 
pumps in use and the area irrigated by each unit.-
(ii) The Mines 2 Quarries, Fuel and Food and Chemical 
Industries Unit 
(iii) The Electrical, Transformative and Mechanical 
Industries Unit 
These technical Units were engaged in the study of the 
16u .A.R., Ministry of Treasury and Economics, Planning ~ National 
Income (Government Report, unpublished, 1958). 
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productive capacities of existing factories and the geographical 
distribution of industries and suitability of locations. One of 
their main functions was to analyze the imports of capital goods 
required by the various industries, to draw up vocational training 
schemes, and to conduct a comparative study between existing industries 
and similar industries in foreign countries. 
(2) Trade Unit 
This Unit included internal and foreign trade sections, and 
·conducted research on problems concerning both types of trade. The 
researCh ranged from making lists of the use of consumption goods, 
cotton production and consumption, cotton traffic, and marketing to 
issuing reports on annua·l and monthly import and export statistics 
as of' 1954.. It studied regional ·trading areas, mainly the Common 
Market. 
(3) State Budget Unit 
Its functions were to draw up analytical and detailed studies 
of government revenues and expenditure and to compare them w_ith those 
of countries whose conditions were similar to Egypt. The ·unit ~as to 
study budget schemes in collaboration with other technical units and 
to report on the schemes before the general budget was prepared. 
(4) Population and Manpm1er Unit 
This Unit studied the density and distribution of population, 
and reported its annual growth and age distrilution. The Unit had 
to report on social status and annual rates of marriages and divorces 
and still-births, giving the percentage per thousand. Its other main 
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studies were on reports of the distribution of manpower according to 
activities,· occupations, and education. 
The National Planning Committee inc:W.ded many other Units and 
Study Groups. The Main Operational Departments and Units have been 
touched upon·here to illustrate the effective progress in organi3ing 
systemati~ National Planning. 
(f) The Supreme National Planning Council 
This council, presided over by President Nasser, was created 
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in 1957 • Its function is to draw up the overall national planning 
policy, define the economic and social objectives of the State, apprbve 
' development schemes in their various stages, and supervise their 
execution. 
Tbe,most important meetings,of the Supreme Council were held 
in May, June, and July, 1959. During these meetings, the Supreme 
Council decided to set as a target the doubling of national income in 
ten years and to apply the principles of a socialist, cooperative 
policy in the fields of agriculture, industry, communications and 
public services. 
(g) The Ministerial Planning Committee 
This ministerial committee was set up to check and discuss 
the general plan drawn up by the National; Planning Committee in order 
to make sure that it conformed with the desired goals and with the 
general policy of the government. 
This Committee was established under the Decree No. 1.369 of 
1958. It was presided over by President Nasser and composed of 
practically all the Cabinet Ministers and the Gover.nor of the Central 
Bank. 
(h) Functional.Planning Offices 
In order to achieve a close harmonization and cooperation 
between the National Planning Committee and various ministries and 
organs of the government, especially in forllilllating development plane 
and supervising their execution, planning offices were set up during 
1959 in different government departments and public establishments. 
These office~ were to assist the national planning organs in 
obtaining information, and preparing analytical studies and reports 
on various schemes and plans. The plans of different ministries and 
public establishments were reported to the national planning organs, 
so that they might be integrated into the general economic development 
plan. 
It was not until 1957 that the necessary.plans were ready for 
Egypt 1s first comprehensive five year development plan. This Plan, 
launched on July 1, 1957, was set forth in rather general terms. Its 
goals were expressed mostly in terms of the directions in which the 
economy was expected to move, rather than in measurable physical or 
financial units. As noted below, by 1960 progress had been sufficient 
for the Government to declare the first plan a success, and to pro-
ceed with a second. 
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CHART V-1 
STRUCTURE OF PLANNmG ORGANS IN THE UNITED ARAB REPUBLIC 
Presidentts Planning and Supreme National Planning Council 
Economic Office 
I 
National Planning Committee Ministerial Planning Committee 
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At the same time, National planning concepts were embodied in 
Egypt's Constitution and a major campaign was launched to introduce 
planning to the public and to make the people conscious of the values 
and the need for it. The government'::~ intention was to make the neces-
sity of economic development understood by all of the people. The 
structure of the U .A.R. planning organization is visually outlined in 
Chart V-1. 
D.. Goals and Achievements of the First Five Year Plan by Sector 
Agricultural Production 
With a physically limited cultivable area, all efforts towards 
horizontal or extensive agriculture in Egypt remained inadequate relative 
to the rapid growth of population. During the period 1937/5'6, the 
population rose by 54.9, although the cultivated area increased by 
only 10.3%, and had as a concomitant result the shrinkage of the per 
77 
capita agricultural share from 0.33 acres in 1937 to 0.28 acres in / \ 
17 
1950, and to le;:~s than 0.23 acres :in 1960. About eighty-six per cent 
of the area of Egypt from 1947 until 1958 is classified as extremely 
arid, and fourteen per cent as arid. It is necessary to stress the 
fact that agriculture contributes two-fifths of the national income, 
absorbs 'Well over half of the labor force (out of about seven million 
economical~ active population, about three and one-half million are 
18 
employed in agriculture), and earns most of the foreign exchange. 
17
central Bank of Egypt, 1fGonomic Review, 1961, Vol. 1, (No. 2), p.205. 
18Meier, G.M., and R.E.Baldwin, Economic Development (New York: John 
Wiley and Sons, Inc., 1957), p. Z74. 
The First Five Year Plan emphasized increased agricultural production 
by both intensive and extensive means, and land reclamation was to be 
paralleled by a continuation of comprehensive land reform and a sound 
cooperative movement. The agricultural objectives of the plan were 
to increase land cultivation and production and to secure an increasing 
amount of land ownership for private individuals. 
Since 1952, the process has been accelerated and about one 
hundred thousand acres have so far been reclaimed, with about forty 
thousand acres reclaimed in one year (1959/1960). 
There are three crop seasons in Egypt: winter, summer, and 
autumn. The winter season is the main agricultural season.. The ex-
pansion or the area under v1inter crops depends upon the expansion of 
the cultivated area itself, and, to some extent reflectl3 the progress 
achieved under land reclamation. About eighty-two per cent of the 
land is now under winter crops; the rest is reserved either to crops 
that grow throughout the year (e.g., sugar cane), or it is left fallow 
19 for a few months. The swmmer and autumn crops, on the other hand, 
rely upon the availability of water, and are affected by the applica-
tion of perennial irrigation methods. For this reason, the area under 
winter crops expanded only by about eighteen per cent in the period 
1955/59 and twenty-three and one-half per cent over the 19~5/39 level. 
The following table sho\~s the area allotted to different agricultural 
seasons since 1953.20 
19 Central Bank of Egypt, Economic Review, P• 208. 
/ 
2°saeed, J~, Economic Develo ent,~ ~Regions ~f.~ U~A.R., 
(Cairo: Government Press, 1961 , p. 65. 
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Average 
1935/39 
40/44 
45/49 
50/54 
55/59 
6b 
Source: 
TABIE V-.3 
U .A.R.: AREA .ALlOCATED TO AGRICUOORAL SEllSONS 
19.35-1960 
In thousands of Acres 
Winter Summer Autumn Orchards Total Area 
3,986 2,587 1,665 64 8,302 
4,489 2,456 1,924 73 8,942 
4,480 2,780 1,795 78 9,133 
4,485 2,979 l,.a62 94 9,42.0 
4,711 .3,285 1,968 ll3 10,077 
4,809 3,530 1,900 131 10,.370 
Saeed, J., Economic Development, p. 46. 
If the distribution of the total crop area between the 
main crope is examined, during the period under review the expansion 
of the crop area of twenty-one per cent was not found to be even~ 
distributed among the various crops. Table V-'4 shows that the area 
under cereals expanded by about fourteen per cent although its share 
of the total cultivated area decreased from about forty-nine per cent 
in 1935/.39 to approxi~te.J.y forty-six per cent in 1955/59. 
With the exception of the period 1950/54, the area under 
dry legumes remained stable. The area under vegetables and fruits 
showed a rapid expansion owing to the growth of population, the 
rising standard of living, and the recent moves to export fruits and 
vegetables to Europe. 
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As groundnuts and sesame thrive "Well in sandy soils, newly 
reclaimed desert lands were allotted to these crops. The area under 
21 
these crops has therefore risen by more than one hundred per cente 
The area under cotton did not change substantially except 
during the Second World War when its area shrank drastically from 
1,643,628 acres in 1940/41 to about 705,890 acres in the following 
year. Since 1950, the area under cotton has on the average exceeded 
its prewar level. 
TABLE V-4 
U .A.R.: AREA .AUDCATED TO MAIN CROPS (1935-60) 
(Thousands of Acres) 
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Crops Average Average Average Average Average .1959 
19.35/39 19'40/ 44 1945/49 1950/54 1955/59 
1960 
Cereals 4,040 
Dry Legumes 581 
Vegetables 
and Fruits 116 
Oil Seeds 47 
Cotton 1,754 
Berseem 1,643 
Sugar Cane 67 
Others 54 
Total 8,.302 
4,930 
566 
123 
79 
1,120 
1,844 
85 
195 
8,942 
4,707 
570 
367 
75 
1,316 
1,976 
92 
39 
9,13.3 
4,.396 
486 
394 
73 
1,765 
2,184 
96 
26 
4,592 
541 
561 
93 
1,791 
2,.362 
111 
26 
4,671 ·4,584 
545 569 
661 700 
96 105 
1,760 1,873 
2,.398 2,400 
112 111 
26 28 
9,420 10,077 10,269 10,.370 
Source: National Bank, Economic Review, Tab.le 4, June, 1961, Vol. 1, 
No. 2 .. , p. 216. 
2~ational Bank, Economic Bulletin, p. 211. 
/ 
Cotton in recent years has accounted for twenty to twenty-
five per cent of the gross value of agricultural output and seventy 
to eighty per cent of the value of exports. 
Agricultural production in general was twenty-five per cent 
higher during the period 1955/59 than it was in 1948. The correspond-
ing expansion in the cultivated area was only ten per cent. This means 
an improvement of about fourteen per cent in the agricultural pro-
ductivity per acre. The scarcity of arable land is offset by the 
high gross return per acre, which exceeds by far those of modern 
agriculture in other paxts of Africa, and is among the highest in the 
world. The increase in Egyptian agricultural production is shown in 
Table V-5. 
TABIE V-5 
U .A.R.: INDEX OF AGRICULTURAL PRODUCTION 
(1935-39 g 100) 
. 
Year Index 
1953 109 
1954 121 
1955 119 
1956 123 
1957 130 
1958 131 
Source: National Bank, Economic Review, 1961, Vol. l, No. 2, P• 213. 
Government Statistical Department. 
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These increases in output and productivity Yere due main~ to 
the wider application of chemical fertilizerse ~ertilizer consumption 
per hectare is one of the highest in the world, and crop :rotation is 
practiced everywhere. tt22 In 1960, an average of 232.6 kilograms· of 
fertilizer per acre of cultivated land Yas used as compared with 68 
kilograms in 1950. The greYing local output of chemical fertilizers 
and more imports of others made possible the realization of high 
agricultural output and productivity during the first stages of the 
First Five Year Plan in 1956/58. 
Extension services and the use of farm machinery contributed 
to the increase of agricultural productivity pace. Since 1952 the 
use of such machinery 4as increased at a faster rate. The number 
of machines increased from 7,582 machines in 1955 to 10,065 in 1959 
in less than five years, an increase of seventeen per cent in number 
and fifteen per cent in horsepower.23 
Compared Yi th pre-war levels, the 1960 yield per acre of \>lheat 
increased by about thirteen per cent, barley by 13ixteen per cent, 
rice by thirty-four per cent, sugar cane by twelve per cent,· and 
cotton by five and three-te1:1ths per cent. The increase in productivity 
is due also to expansion in perennial irrigation, which resulted in 
considerable gains in crop area and gross revenue, because it makes 
it possible to grow three crops each yea'X'. Field crops,afih!Opposed to 
22united Nations Department of Economic and Social Affairs, Economic 
Survey 2!:. Africa Since 12.2Q., _{New York: United Nations, 1954), p .. 53. 
23
centra1 Bank, Economic Bulletin, 1961 (Cairo: Govemment Fr~ss, 
1961)' P• 22e 
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tree crops, accounted for nearly ninety-nine per cent of the crop 
ar~a and ninety-five per cent of the gross value of vegetable output, 
cereals~ berseem and cotton. The first two crops.mentioned are 
chieflY for subsistence consumption and fodder, respective~, and 
the third is a cash crop.24 
Production of locallY consumed agricultural products has 
remained stable throughout the last quarter of the century~ The 
output of export cash crops, showed an increase with the exception 
of cotton. The income per feddan was the decisive indicat9r for crop 
I 
areas allotment. Such income is compiled by the Ministry of Agricul-
ture and determined by a combination of average yield per feddan and 
the average price per unit of production. 
Land Reform 
(a) Its aims in Egypt 
Egypt, with its large population and limited amount of arable 
land, faces a most serious problem in its attempt to secure economic 
development, that of very small land holdings per owner. Absenteeism 
is common among small landowners whose lots are not large enough for 
farming; about seventy-two per cent of the owners have holdings of 
four acre~ or less, an average of two acres per owner, accounting for 
. 25 less than fifteen per cent of the agr~cultural land. Tenant farmers 
in effect represent ~ twenty-eight per cent of the total number of 
farmers, and occupy twenty-two per cent of the cultivated area. While 
the average size of holdings is about eight acres, eighty-two per cent 
25~ 
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of holdings, representing twenty-five per cent of the farm area, 
are considerably smaller, averaging about 3.4 acres per holding. ... 
' 
Table V-6 shows the uneven distribution of agricultural land. 
TABlE V-6 
U .A.R.: DISTRIBUTIOO OF AGRICUilrURAL LAND 1952-1956 
Size.of Holding 
(~acres) 
Per Cent of Total Owners Per Cent of Total land 
1 and under 
2- 4 
5-9 
10- 49 
50 - 199 
200 and over 
1952 
72.0 
22.2 
2.8 
2.6 
0 • .3 
0.1 
100.0 
1956 
72.0 
22.4 
2.7 
2.5 
0 • .3 
0.1 
100.0 
1952 1956 
l3 .. 0 l3.7 
22.5 24.0 
8.8 8.9 
21.4 22.2 
14.5 15.5 
19.8 15 .. 7 
100.0 100.0 
Source: National Bank~ "Lend Tenure in Egypt tt, Economic Bulletin, 
Vol. 10 (1957J, p. 46. 
The government has listed the following objectives for 'land 
reform: (a) The abolition of feudalism; (b) securing a better tenure 
system, and increasing the number ofa.~ners; (c) improving the social 
and legal status of agricultural labor; and (d) the establisbnwant of 
conditions under which increased agricultural production and higher 
levels of' living for the rural population can be achieved. 
A large proportion of the population in Egypt is dependent 
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upon agriculture. The agrarian structure has generallY been charac-
terized by inequality of land distribution, fragmentation of holdings, 
high rents and insecurity of tenure. This was ·paralleled by lack of 
low-cost credit facilities, burdensome indebte~ess and inefficient 
use of land or labor or both. The nature of agrarian structure, 
therefore, serious4' impeded economic and social advance. Reform 
policies in these areas have been primarily concemed with eliminating 
these defects and improving the living stalldards of the rural Egyptian 
population. 
The Egyptian land reform program, which began in 1952, limited 
land ownership to 200 acres while permitting the transfer to children 
r 
of no more than 100 acres. Compensation to the former owners was to 
be in government bonds at three per cent interest and redeemable 
within thirty years. The new owners were to repay the government 
the price of the land (plus fifteen per cent for administrative costs) 
at the same rate of interest and in installments over the same period 
of time. The land reform law altered the relations between owners 
and their tenants and sharecroppers. Maximum rents were fixed at 
seven times the land tax, w¥-le, in the case of sharecropping, the 
portion going to the landlord was set at a maxtmum of one-half the 
crop after deduction of all expenses, including the cropper's. 
Further protection to tenants was given by the provision that land 
leases must be for a minimum of three years and contracts must be 
in -writing. Finally, the law established minimum wages for agricul-
tural workers and asserted their right to form trade 1,mions. 
The effects of the land reform laws were modest from 1952 
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until 1960. Many landless peasants have acquired small plots; tenants 
and sharecroppers are economical~ better off than before. The prin-
cipal result of this law has been a redistril:ntion of the land among 
the population. In 1952, the law applied to 600,000 acres or ten 
per cent of.the country's total cultivated area; this acreage was 
formerly held in excess of the maxinmm. 26 Of this amount, 109,000 
acres were excluded as barren or for other reasons, and another 
145,000 were sold before expropriation Until an amendment soon pro-
hibited sales of land subject to expropriation.27 Thus, 346,000 
acres were ultimately available for resa:le in plots of from two to 
five acres. By the end of 1959, 295,000 acres had been sold to 
111,000 new tenants; the average size of the plot was about two and 
28 
one-half acres. The number of owners of plots larger than one 
acre but less than five increased by 36,200 from 623,800 to 660,000. 
Because of reasonably good planning and administration, pro-
duction did not decline on the transferred land. The reduction in 
rents affected two-thirds of the arable area in Egypt, and has added, 
according to an estimate of the Ministry of Agriculture, L.E. forty 
million annually to the income of the tenant class, while VI ages of 
agricultural laborers, under the wage adjustments provided for by the 
land reform law, have gone up, by fifty per cent. 
2qqational Bank, ttLand Reform in Seven Yearstt, Economic Bulletin, 
Vol. l3 {1960), P• 37. 
27Based on data given in Republic of Egypt, Statistical Department, 
Statistical_Pocket -~.Book, __ .J:2.2l (Cairo: Republic of Egypt, 1954), 
p. 33 and the edition for 1957, Table 25, P• 39·~ 
28ntand Reform in Seven Years", pp. 39-40. 
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(b) The Cooperative Movement in land Reform 
The agrarian reform law established cooperatives for the new 
owners of five acres or less. Supervised by central government of-
ficia1s, these local cooperatives lend money to the members, provide 
them with materials and tools, organize the cultivation of the land, 
sell the product (after deducting the amount due the government in 
payment for the land, taxes and loans) and offer other agricultural 
extension services. These cooperatives put the small plots of land 
on the same operational scale as large estates, and can be run more 
29 productively than small holdings. Compulsory association is re-
garded as necessary at present for all land owners. B.1 the middle 
of 1958, three hundred cooperatives had been established compared to 
125 in 1955;30 others are in the process of being organized in areas 
not affected by the land reform.31 The initial capital of these 
cooperatives is derived from the payment of one Egyptian pound per 
acre which farmers have to make upon registration of their land. 
These cooperatives in Egypt are multi-purpose societies providing 
credit, farm requisites, including machinery, and storage facilities. 
Control is through a local supervisor representing the Higher Co~ 
mittee for Agrarian Reform and through him the services of the 
teclmical staff of the Planning Committee are available for help 
29united Nations, Department of Economic and Social Affairs, Progress 
!!! Tend_ Reform, 2nd_Report, (1956) p. 102 • 
.3CNational Bank of Egypt, "Ien.d Reform in Seven Years", p. 40. 
3lunited Nations, Progress in. I.and Reform, p. 102. 
and guidance to the members. The cooperatives have a special function 
in supervising the rotation of crops so that land is utilized in the 
most economic manner. 
Farmers have reason to be pleased with the results obtained 
so far. While, in 195.3, only 900,000 pounds of cotton were sold 
through cooperatives, 8,600,000 pounds were sold in 1954 and about 
20,6.30,000 in 1959 at a higher price than that prevailing in the free 
.32 
market. 
A detailed example of a cooperative in Egypt will illustrate 
the success that can be achieved through the combined efforts of 
land reform and cooperatives. 
A cooperative exists in the Lafaran Zone, an area of 4,9.38 
acres. Its production showed an increase of nearly twenty per cent, 
1952-54, through use of better seeds and fertilizer. The cooperative 
was instrumental in reducing irrigation costs and in providing better 
breeds of poultry, tractor service for mechanical tilling of the 
land, livestock insurance and other benefits. From 1952 to 1954, 
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the individual member's income in this cooperative rose from L.E. 12.5 
to L.E • .32.5, and the net income per acre from L.E. 12.5 to L.E. 41.5 • .3.3 
Expansion in agricultural production is attributed to a 
greater incentive to work, to the establishment of cooperatives in 
different agricultural areas, and to the extension of technical 
services and of marketing and credit facilities. In the areas where 
land reform has been carri~d out, production of wheat is estimated to 
32
"Land Reform in Seven Years", pp. 42-44 • 
.3.3Ibid 
-· 
have risen by thirty per cent, cotton by ten per cent and sugar-cane 
by fifteen per cent, as compared with previous yields. 
The over-all picture indicates that where redistribution of 
ownership has been carried out, the net income per acre and the 
average individual income have increased from 100 to .300 per cent 
since reform.34 
Egypt by 1948 had already developed an agricultural credit 
instituti?n, combining the advantages of commercial banks and govem-
ment credit corporations (Banque du Credit Agricole d 1Egypte). In 
1959, it was decided to transform this Bank into a cooperative by 
gradual stages, since cooperatives had been unsuccessful by them-
selves in raising capital for a cooperative barik.35 
The Industrial Program 
'.rhe First Five Year Plan gave a great importance and special 
attention to industry. The Egyptian government believes that only 
through expansion of its existing industries and establishment o£ 
new ones is to be found the way out of stagnation and poverty. In 
October, 1952, the first step towards a realistic study of the indus-
trial structure of the country was undertaken. The Permanent Council 
for Development of National Production was established as an autonomous 
authority attached to the Council of Mlnisters.36 Its purpose was to 
maximize the efficient use of the country's available resources such 
34united Nations, Progress in ~ Reform, p. 137. 
35 Al ~~ July 26, 1959, P• 6. 
3lu.A.R., 1960 ~ ~~ P• 203. 
as crude iron, oil, and electricity generated from the Aswan Dam in 
establishing new industries and improving the efficiency of the exist-
ing ones by introducing modern teclm.iques of production. The aim of 
the economic planners and industrial teclm.icians was first to formulate 
a clear picture of all national potentialities and requirements so 
as to make the best use of the available resources. Special atten-
tion was given to basic industries, such as electric power, communica-
tiona, minerals, iron and steel, fertilizers and oil refineries. An 
adequate evaluation of the available supply of raw materials, power 
and labor was made in order to enhance the successful prospects of 
the plan in conformity with the country's potentialities and needs. 
The Ministry of Industry was established to control and supervise 
industrial facilities in the country, both private and govemment 
owned. A clear cut industrial policy was formulated by the Ministry 
of Industry with the cooperation of the different planning organs. 
A flexible priority program was established to induce industrial 
development, and emphasized industries which have a wider spread 
effect on the industrial sector of the economy. The program 1 s first 
line of attack was the development of basic indu~tries. 
(a) Financing the Plan 
The country depended mainly on two sources of finance. The 
\ 
first was its revenue from cash crops and the Suez Canal. The second 
source was foreign capital. The annual rate of growth of the Canal's 
tolls increased from 42.5 per cent in 1947 to 68.9 per cent in 1961.37 
Yl Central Bank of Egypt, Economic Review, Vol, 1 (1961}, p. 494. 
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The bulk of the r~sing receipts was made available for financing the· 
industrial development program after nationalization in 1956. 
Foreign capital needed for the Plan was obtained through 
agreements with international lending agencies and with foreign 
countries to obtain the necessary equipment, loans. and credit. 
These agreements included an arrangement with the Soviet Union to 
finance the purchase of machinery and equipment to the amount of 
L.E. 62 million. Agreements were also concluded with West Germany, 
East Germany, and Japan. Other sources of foreign currencywere 
the cotton cash crop and other exports. 
By 1960, external financing resources (loans and credit 
facilities) reached L.E. 355 million. The distribution among 
foreign government and international sources of foreign capital is 
seen in Table V-7. 
TABIE V-7 
U .A.R. : CREDIT F ACIIJ:TIES, FIEST FIVE-YEAR PLAN 
The source 
I.B.R.D. • • • • • • • • • • • • • • • • • • • • • • 
U.S.S.Re (Industrialization) • • • • • • • • • • • • • 
U.S.S.R. (High Dam) • • • • • • • • • • • • • • • • . . 
West Ger:many 
• • • • • . . • • • • • • • • • • • • • • 
East Germany • • • • • • • • • • • • • • • • • • • • • 
Jap~ 
• • • • • • • • • • e • • • • • • • • • • • • 
Yugoslavia • • • • • • • • • • • . . . • • • • • • • • 
Italy • • • • • • • • • • • • • • • • • • • • • • • • • 
Czechoslovakia • • • • • • • • .. . . • • • • • • • • • 
u.s.A. 
l. Development loan Fund ..... • • • • • • • • • • • 
Amount 
Million LE 
20.0 
61.0 
1,30.0 
44.0 
7.5 
10.5 
3.5 
16.0 
7.0 
5.0 
2. Export-Import Bank • • • • • • • • • • • • • • • • 6 .l 
3. loans Paid in local Currency (Crop Surplus) • • • • 
Other Countries • • • • • • • • • .. • • • • • • 
Total 
30.5 
12.0 
355.0 
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Source: United Arab Republic, Central Government, Ministry of Treasury, 
The Budget Report ru ~ Fiscal Year, ~ 1960-~ 1961 
(Cairo: General Organization for Government Printing Office, 
1960), P• 80. 
Needless to say, exports of cotton have increased from six 
hundred million pounds in 1958 to seven hundred million pounds in 
1959. The value of exported cotton has not increased by the. same 
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proportion owing to the fall in international cotton prices. The 
value of cotton exported was about L.E. 110.2 million in 1959 against 
L.E. 109.9 million in 1958.. Therefore, most of the total investment 
of L.E. 230 million required for this plan was acquired abroad through 
loans and other credit arrangements. · 
(b) Industrialization in Different Industrial Sectors 
Under the First Five Year plan, about L.E. 162 million were 
allotted to manufacturing industries 1 L.E. 21 million to mineral 
wealth, L.E. 35 million to oil, and L .. E. 315 to vocational training 
.and production efficiency programs.. Priority was given to industries 
requiring some degree of labor-intensive methods and to schemes that 
would yield immediate results in the form of import substitutes 1 
because one of the goals set by the planners was to manufacture all 
consumer goods local~. More attention was also given to industries 
that could be financed locally. 
Manufacturing industries comprised the bulk of the scheme. 
The program of 129 installations included the establishment of a 
fertilizer plant to use electricity generated from the Aswan Dam, 
the completion of a new iron and steel plant, the exploitation of 
iron and manganese resources 1 the establishment of a paper pulp 
industry, the manufacture of printing and writing paper 1 the building 
of a naval yard and a dry dock, and the manufacture of diesel motors, 
railway wagons, tractors, trucks, bicycles, ma.chine tools, telephone 
equipment, and cau13tic soda. 
As to the mining industries, an intensive program was formu-
lated to extend prospecting for metals of special importance to local 
industries and for military purposes. These included iron, coal, 
copper, zinc, lead and sulphur. The surplus was to be exported and 
bec.ome a source of foreign exchange. 38 
In order to carry the industrialization program to different 
industrial sectors, the Plan emphasized both horizontal expansion and 
vertical expansion in various fields of production units. This re-
sulted in raising the quantity produced through efficiency and higher 
productivity per worker. Since 1952, the value of industrial pro-
duction has more than doubled, While in 1960 alone, the increase 
over the preceding year was of the order of eighteen per cent.39 
Since prices have been relativelY stable, most of this represents 
real gains. 
(c) Increase in Production and Productivity of' Existing Industries 
The production capacity of several existing plants was in-
creased and adapted to produce certain related materials such as 
certain types of paints, medicines, nails, steel wires, which were 
not in production previouslY. 
Several companies were formed to prospect for oil, and an 
oil refinery was built in Alexandria with an annual productive 
capacity of 200,000 tons, to be increased graduallY to a capacity 
of' 1,200,000 tons at the completion of the First Five Year Plan. 
The production of electrical energy marked a 300% increase in eight 
years from 1952 to 1960. Mining and petroleum products showed an 
38Year ~' 1960, pp. 267-269. 
39central Bank, Economic Review, 1961, p. 524. 
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increase of approximately 100% during the period under review.40 
As yet, the new industries recently introduced into Egypt 
have made but a small contribution to the value of industrial produc-
tion. Out of L.E. 342 million that represent the rise in vaJne of 
industrial production between 1952 and 1960, some L.E. 29 million or 
nine per cent is attributed to industries unknown in Egypt prior to 
1952. Certain of these new products appeared on the market in 1960. 
These include motor vehicles (cars, busses, and trucks), semi-shaped 
steel blocks, ammonium nitrate, bicycles, and diesel engines. Table 
V-8 shows the substantial increases which have been achieved since 
1952 and what is particularly relevant here, since the first Five Year 
Plan was initiated. 
TABU: V-8 
U .A.R.: VAlUE OF lNDUSTRIAL PRODUGTIGI 
(million of Egyptian Pounds) 
1952 1958 
A. Manufacturing Industries: 
Textiles 84.6 156.8 
Foodstuffs 122.3 154.9 
Chemicals 20.5 40.2 
Engineering 11.0 29.4 
Building 8.4 17.7 
Other industries 19 .. 1 23 .. 9 
Total 266.0 422.8 
B. Mining 3.6 5.3 
C. Petroleum 34.2 61.2 
D. Electric Energy 10,1 18.2 
Total 313.9 507.5 
Source: ~' P• 524. 
40 Ibid., P• 525. 
1959 1960 
-183.4 230.1 
164.1 172.7 
43 .. 3 49.0 
36.9 45.8 
19.6 20.0 
25.7 35 .. 1 
473.0 552.7 
7.0 7.5 
':J7 .6 66.4 
21.3 29.4 
558.9 656.0 
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The achievements of the various manufacturing industries having 
been discussed, we now turn to consider the program of cottage industries. 
These use local raw materials, and very seldom need materials from 
outside the village. These cottage industries in Egypt are divided 
into three categories:41 (a) Food and agr_icultural industries, such as 
dairy products, canned fruits and vegetables, and honey; (b) handicraft 
tndustries, such as cotton and silk textiles, carpets, leather works, 
shoes, bags, toys, ceramics, straw works, sewing, embroidery; and, 
(c) simple chemical industries, such as perfumes, distillation, and 
soap. Many of these industries are as old as Egyptian village civiliza-
tion itself. Their production in recent years has amounted to about 
four per cent of the total industrial output, and is estimated at 
about L.E. 7 million. During the years of the First Five Year Plan, 
these industries were carried on in village shops as "t>lell as in houses. 
They also provided ~ork periodicallY for over a million unemployed or 
seasonally employed workers as well as many women and children. 
Among the factors that have contributed to the survival of 
Egyptian cottage industry are: (a) Ease of adoption as an adjunct to 
work in the field; (b) satisfaction of local consumer needs with products 
appealing to the rural taste; (c) minimal requirements of capital; and, 
(d) dependence upon locallY available raw materials. 
Yet, despite its importance, rural industry has for a long time, 
faced many difficulties that hindered its progress. These difficulties 
included: (a) Primitive implements and tools; (b) rigidity and illiteracy 
of the workers; (c) high cost of complementary raw materials; . 
4lyear Book, 1960, p. 316. 
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(d) marketing difficulties; and (e) lack of proper financing. 
The 1957 plan continued previous government efforts to improve 
this situation through the introduction of new industries and the de-
velopment of the cooperative movement • A new department attached to 
the Ministry of Industry was established for rural cottage industries 
in order to accomplish the following: (a) Develop and introduce ne-w 
industries in the villages; (b) prepare studies for rural industrial 
development to be included in future plans; (c) finance the groups 
that -work in these industries; (d) take part in a marketing program 
to help these industries improve their marketing techniques and open 
97 
ne-w markets for their products; (e) conduct advertising campaigns to 
support the marketing efforts; (f) arrange training programs for the 
-workers; and (g) eliminate unnecessary competition through the establish-
ment of cooperatives. 
The government had established in 1956 a Rural Industries 
Consolidation Fund, to be attached to the Ministry of Social Affairs 
and Labor by Decree Law No. 167 of 1956. Its main objectives -were:42 
(a) Grant loans without interest to cooperatives engaging in cottage 
industries; (b) grant short term loans for urgent needs, such as the 
financing of production or marketing operations; (c) grant middle term 
loans for the establishment of new cottage industries or the expansion 
of existing ones; (d) grant aid for training workers in efficient 
methods of production; and (e) establish a :Permanent Rural Industrie·s 
Exhibition in Cairo to promote the commodities produced by the rural 
42 ~ Book, 1960, p. 320. 
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industries and to widen their market. 
In addition, experts and technicians were stationed at the 
regional control centers to guide and give assistance to those en-
gaged in rural industries under the supervision of the Ministry of 
Social Affairs and Labor. 
The achievements have been substantial. In 1952, there were 
only two industrial cooperatives; by 1959 their number amounted to 
sixty-one. The Fund sells L.E. 1200 worth daily at its exhibition in 
Cairo. It seems certain that regardless of the progress of the heavy 
industry programs, cottage industries will play an important role in 
the Egyptian economy for many years to come. Their development and 
well-being, therefore, will be an important consideration in future 
plans. 
Regarding the industrial program generally, despite substantial 
capital requirements, the shortage of skilled labor is the most impor-
tant obstacle facing the various industrialization schemes in Egypt. 
This has been particularly true in the iron and steel industry as 
well as in the cotton textile industry. Aiming at creating a class 
of skilled laborers, more vocational training centers have been inau-
gurated and a larger number of training missions sent abroad to 
industrially developed countries.43 Nine vocational training centers 
were opened in October, 1957, to train workers on the production of 
glass, hides, and leather tanning. 
Foreign Trade and Sector Developments 
As a result of the import substitution policy~ith regard to 
43 Central Bank, Economic Review, 1961, p. 525. 
consumer goods, the value of imports fell from L.E. 240 million in 195S 
to L.E. 222 million in 1959. Exports dropped, also, from L.E. 166 million 
in 1958 ·to L.E. 160 million in 1959 owing to the decrease in rice exports 
on the one hand and the fall in cotton prices on the other. 
However, the balance of trade position improved in 1959 as the 
deficit fell to L.E. 62 million as against L.E. 74 million in 1958. 
(a) Geographical Distribution of Imports and Exports 
Along with the diversification of the economic structure of Egypt, 
the Government has been interested in the diversion of trade from Egypt's 
customary markets into previously untapped markets. The opening of 
these new export markets was a prime target of the Government in order 
to avoid its traditional dependence on cotton exports to the U.K. 
Egypt experienced an average surplus of L.E. 0.6 millions with 
Arab countries :in its efforts to open new markets i'or its consumer goods. 
An average surplus of L.E. S.3 millions with Eastern Europe, and an 
average deficit of L.E. 2S.5 million with Western Europe. 
(b) Balance of Payments 
The United Arab Republic's Balance of Payments (1955-1959) 
is presented in Table V-9·. Total current receipts increased during 
1958 and 1959 i'rom L.E. 2Z7 .3 million in 1955 to L.E. 264.9 million 
in 1959. The gross deficit in the Balance of Payments has sho'WJ;l some 
improvement; it amounted to L.E. 24.6 million in 1959 as against L.E. 
3l.S million in 1955. Yet, the trade deficit has held steady at L.E. 
71 million. 
. 
Foreign exchange receipts from visible and invisible transac-
tions have doubled in the period 1955-1959. 
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TABlE V-9 
U .A.R.: SOUTHEH.il BEGIOO ts BALANCE OF PAYMENTS 
(L.E.Million) 
1955 1956 1957 1958 
Receipts: 
Proceeds of Exports 133.1 129.9 166.0 161.0 
Transit Trade 6.0 2.6 1.0 2.1 
Shipping 9.1 8.7 7.4 8.7 
Suez Canal Dues 31.8 29.3 24.3 43.0 
Interest, Dividends and 
other Revenues 7.3 5.6 4.8 5.0 
Other Receipts 38.5 40.8 32.3 29.7 
Total 227.J 218.8 237.2 250.2 
Disbursements: 
Payments for imports 190.3 192.3 217.5 214.0 
Transit Trade 3.6 3.7 l.l 1.5 
Shipping 9.3 8 .. 8 9.1 10.7 
Interest, Dividends and 
other Revenues 17 .. 1 10.7 2.9 2.2 
Travel and Maintenance 10.2 8.0 8.9 5.0 
Egyptian Government 
Expenditures ll.O 12.9 16.9 21.7 
Other Disbursements 19.8 15.4 12.0 15.2 
Total 261.3 251.8 268 .. 4 270.3 
Balance of Current 
Transactions -34.0 -33.0 -31.2 -20.1 
Capital remittances, net +2.2 +.3 -1.2 +1.5 
Donnations +J.7 +1.1 
Compensations (for U.K. & 
holders of Suez Canal 
Share13 -5.3 
Overall surplus or deficit -31 .. 8 -31.0 -31.3 -23.9 
100 
1959 
164.3 
3.0 
12.5 
44.4 
6.3 
32.6 
264.9 
235.3 
2.3 
11.5 
2.2 
8.9 
27.9 
12.8 
300.9 
-36.0 
+17.9 
-6.2 
-24.6 
Source: United Arab Republic, Central Government, Ministry of Treasury, 
The Budget Report for the Fiscal Year, ~ 1960-June 1961 
(Cairo: General Organization for Government Printing Office, 
1960)' p. 80. 
Savings and Investments: 
The government has paid much attention to the encouragement 
of saving in order to mobilize the greatest feasible portion of 
domestic resources for economic development. 
This policy has been applied to both the public and private 
sectors of the economy. The government has given savings much 
publicity among the various classes of people, and stressed the im-
portance of their participation in the country's economic development 
programs. 
Data in the following table indicate a steady increase in 
saving deposits. During the period 1954-1959, the funds increased 
by L.E. l29 million, from L.E. 12'7 million to L.E. 256 million. 
Year 
1954 
1955 
1956 
1957 
1958 
1959 
TABIE V-10 
U .A.R.: THE DEVElOPMENT OF SAVINGS DEPOSITS IN PRlNCIPAL 
FUNDS IN YEARS 1954/59 
Insurance Postal Social Savings Investment Total 
and Savings Security Deposits inlnsur-
Pensions in Comm. ance Co. 
Banks 
10,700 .31,800 52,900 .32,200 12'7,600 
17 ,ooo .32,900 55,.300 .35,.300 140,500 
24,400 .32,600 900 55,400 .3.3,~00 146,500 
.36,900 .37,800 . 2,400 61,500 41,400 180,000 
49,200 41,500 4,900 7.3,200 47,100 215,900 
61,500 45,700 8,000 88,100 5.3,500 256,800 
Source: U .. A.R. Ministry of Treasury, ~ .Budget Report !2r,. 12,60/61, 
p. 64. 
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Fiscal Policies 
The government in its drive toward development has ado~ted 
a non-inflationary policy. It has achieved a great success to date. 
The wholesale prices indices showed on~ about a two per cent ~crease 
in the two-year period from 1959 to 1961. The cost of living increased 
on~ about one per cent, and average retail prices rose by on~ 0.7 
per cent in the same peliod. 44 
The government 1 s non-inflationary policy had the following 
aspects: (a) Price controls on consumer goods; (b) increases in the 
production of consumer goods in domestic enterprises and, if neces-
sary, by imports; (c) forced saving through higher taxes, compulsory 
insurance, and social security deductions; and, (d) restriction of 
imported luxury goods. This policy was combined. with government 
efforts to keep public expenditures at the lowest possible level in 
order to realize a budgetary surplus. 
Insurance and pension systems were established. This re-
sulted in suppressing inflation, and helped a great deal in inducing 
domestic saving to finance economic development in the country. 
Achievements of the First Five Year Plan 
{!) 
In 1957, the Gross National l?roduct was L.E. 1,317 million; 
by 1959, the Gross National Product increased by L.E. 60 million to 
L.E. 1,377 million. Given the fact that the development plans were 
not all completed, this increase may be regarded as satisfactory. 
The rate of increase in national income bad exceeded slightly 
~nited Nations, Monthly Bulletin of Statistics (January, 1962,), 
PP• 124-125. 
the increase in population& Income rose by five per cent, and popula ... 
tion by three per cent. The increase in :income created new employ-
ment opportunities and a better standard of living for over a million 
persons. In addition, arrangements 'Were made to provide vocational 
training to workers to raise their technical efficiency and their 
cultural and social standards. 
The 1959 G.N.P. of L.E. 1,377 million was distributed between 
the sectors of the economy as follows: 
t 
Agriculture L.E. 400 million, Industry L.E. 'Z/3 million, 
Construction and Building L.E. 52 million, and Services and Communica-
tions L.E. 652.2 million. ,Table V-ll shows Egypt's G.N .P. in selected 
years. 
TABLE V-ll 
U .A.R.: GROSS NATIONAL PRODUCT AND GROSS CAPITAL FOIMATICN 
(I.E lllillion) 
Gross Capital 
Year GNP Capital Formation 
Formation as % of GNP 
1950 1,132 115 10.2 
1953 1,142 116 . 10.2 
1956 1,317 110 8.4 
1959 1,377 - / 
l965(est) 1,897 
Source: United Nations, Economic Survey .9!: Africa (1959), p. 206. 
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It was noticed, however, that since the population was gro-wing 
at a rate of about th~ee per cent per annum, that, in twenty years, 
it would increase by sixty-four per cent. If, in the meantime, the 
national income is doubled, the per capita income will then only ex-
ceed its present level by less than a quarter. Such an increase is 
considered very inadequate, and indicates the need for population 
control and even greater rates of future growth. 
E.. Economic Development Plan July. 1960 - June, 1965 
Planning Rationale 1960-1965 
In 1959, the Government of the United Arab Republic decided 
to revise its plans for economic development, and to aim at doubling 
the national income in ten years. The relative success of the First 
Five Year Plan had encouraged the Government to embark on a second. 
The Government had always given the problem of economic qe-
velopment its most careful attention owing to the continuous growth 
of the population. Apart from the population factor, the Government 
was influenced by three facts. 
First, as the gap between the average income per capita in 
advanced and underdeveloped countries is ever wid~ning because of the 
accumulated technical lmo\vledge, comparatively skilled labor, and 
continued scientific and technological progress in the developed 
countries, it has become necessary for the underdeveloped countries 
to adopt ambitious yet careful plans for economic development in 
order not to be left too far behind the developed countries. 
Secondly, the world is experiencing a marked tendency toward 
forming economic blocs which will result in a stronger bargaining 
'r 
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position of industrial countries vis-a-vis agricultural and raw 
material producing countries. Therefore, rapid industrial develop-
ment is necessary to minimize the detrimental impact of these ten-
dencies upon the national econo~. 
Finally, there is available in certain sectors of the economy 
idle productive capacity, the exploitation of 'Which would contriblte 
to the growth of the national income without further substantial 
costs. Similarly, effective use could be made of idle manpower 
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through vocational training programs and technical instruction courses. 
Production 'Would therefore be greatlY promoted without substant~ 
new investment. 
A development plan based on doubling the national income in 
ten years would require a total groes investment of L.E. 975 million 
during the first five years of the plan. This estimate includes in-
vestment in both private and public sectors as well as necessary 
renovations and maintenance of' existing buildings and machinery. 
Such an ambitious undertaking requires a sound and realistic 
development plan suited to the particular conditions of the country. 
The Egyptian planners have been advised by President Nasser to look 
at the ..State as a whole-government and people--in considering the 
economic and social progress of the country, and to suggest schemes 
and measures that would result in the greatest advantage to the country 
and come closest to these national aspirations. 
The Comprehensive Development Plan, introduced in 1960, had 
as its outline a socialist and cooperative pattern of society. On 
the 17th of July, 1960, La.'W No • .332 was promulgated. It stated that 
the national economw should be organized in accordance with planning 
principles and with due consideration to social justice.45 
(a) Economic or Social Goals 
Economic problems were not the sole basis for resorting to 
more detaited planning. Other considerations of a social nature have 
led the Government to adopt this system in the U .A.R. T~e most 
important of these considerations is the bridging of the gap between 
the different income classes. Government spokesmen state that if 
the national economy of the U.A.R. were left unplanned, it is most 
likely that this gap would continue to widen resulting in the divi-
sion of the society into two distinct classes: ( 1) a nrlnority';·" 
constantly decreasing, in possession of the greater portion of income 
.from production; and, (2) another class, constantly increasing, in 
possession of an insignificant part o.f the income .from production. 
Although reduced social and economic inequality are conceivable und~r 
a less-planned development program, it is felt that the risks of 
46 
social and economic chaos are too great to justify such an approach • 
.Another social objective is to provide fruitful work .for aJ.l 
citizens capable of working and wishing to do so. This aim requires 
the provision of adequate education and training facilities to equip 
workers f'or the task they may be called upon to undertake. 
45central Bank of Egypt, Report of ~ Board -2!:, Directors,. 1961, p. S. 
46Ibid, 
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, 
(b) Economic or Social Investment 
It is usual, in fact, to mention these two types of invest-
ment in opposition to each other in backward countries. Such a dis-
tinction is important, if we think that, at least as a first approx-
imation, an economic investment tends to alleviate the financial 
burdens of the State, while a social investment tends to make them. 
heavier. Yet, the economic effects of social investment are not to 
be neglected. 
The first category of social expenditure has for its aim the 
development of increased productivity and the raising of the standards 
of national production. What is meant here by social investments is 
investment in the building of social overhead capital as well as 
investment in education, health and welfare. This expenditu~e im-
proves public health and housing, and, having achieved these aims, 
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it develops the working capacity and improves the physical productivity 
of the active manpower. Similar effects stem from the expenditure 
designed to raise the professional level of manpower. It has been 
observed on various occasions that the returns which derive from · 
investment in education in underdeveloped countries are ~utstanding. 
Besides the influence which social investment may have on the 
offer of products and services, their effect on demand is also con-
siderable. "Social eXP,enditure favors, first, the development of 
medical consumption, and second, exercises a strong pressure in favor 
of expansion in the mass manufacture of standard products at low 
prices·: it favors the substitution of mass consumption for an aristocratic 
consumption.n47 
The plan did not consider, therefore, social rehabilitation 
as an ostentatious or fastidious form of investment. Social and 
economic investment should be conducted side by side; as the relation 
between capital to the one or the other could vary according to the 
economic and social context of the society in question. 
(c) Agricultural or Industrial Progress 
The third question to be answered by the public authorities 
is: should investments be directed to agriculture or, rather, to 
industry? 
Agricultural progress and industrialization are very often 
considered as successive processes. The Second Five Year Plan 
stresses a concentration on both sectors at the same time, because 
it considers agriculture and industry complementary and not competi-
tive activities. Every backWard, over-populated country should 
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stimulate agricultural progress, and, consequently, raise the farmer's 
standard of living in order to promote a market for manufactured 
goods. At the same time, they should promote industrialization in 
order to absorb surplus labor existing in the primary sector. 
Development Budget 
Estimates of the available resources indicate that they are 
sufficient to meet the requirements of the Second Five Year Plan with-
out any need to resort to inflationary measures to finance the program. 
47 Sadek, Dr. G., flplanning and Economic Progress in the U.A.R.", 
~ Scribe. (July, 1961), p. 53. 
For a detailed estimate of the distribution of investment for the 
program, the investment during the plan period according to sectors, 
and the distribution of these investments, and the requirements of 
foreign exchange by sectors, see Appendices IV-VII. 
TABIE V-12 
U .A.R.: THE ESTIMATES OF AVAILABlE FUNDS TO FINANCE THE 
SEGOOD FIVE YEAR PLAN 
Sources 
Local Sources 
1. Undistributed Profits • • • • • 390 
2. Savings created from the 
Development Plan • • • • • • 180 
3. Income from Suez Canal • • .. • 145 
4. Social and Private Insurance • 130 
5. Savings of the Household 
Sector • • • • • • • • • • • 
6. Resources of Municipalities •• 
7. Proceeds of Imports of U.s. 
Agricultural Surplus • • • • 
S. Idle Capacities (Industrial) •• 
9. Miscellaneous Resources •••• 
Foreign Sources 
Present Credit Facilities • • • 
New Credit Facilities • • • • • 
loans to be Paid in weal 
• • 
• • 
Currency • • • • • • • • 
Foreign Investments • • • • 
Other Sources • • • • • • • 
Total 
• • • • 
• • • • 
• • • • 
75 
60 
40 
30 
100 
172 
170 
100 
40 
__1:QQ 
582 
~ 
L.E·. Million 
1150 
500 
1650 
Source: U .A.R. Ministry of Treasury, The Budget Report, 1960/61, 
p. 63. 
' ' 
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Total expenditure by the government was estimated in the 
original project to reach L.E. 773.8 million, of which L.E. 315.0 
million is to be directed to development projects. This is what is 
allocated to development in the State budgets, which include 56 
budgets. However, by amendment of the National Assembly, total ex-
p-enditure was raised by L.E. 5 million in the development budget. 
Total estimated expenditure (exclusive of this amendment) 
is directed to different sectors of the economy according to the 
following table. 
' .. 
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TABlE V-13 
U .A.R.: THE DEVElOPMENT STATE BUDGET 
Current* Development Total 
L.E. m. % L.E. m. % L.E. m. % 
Agriculture • 
• . • • • 13.5 2.9 40.3 12.8 53.8 7.0 
Irrigation and 
Drainage. . . • . • • 8.4 1.8 18.2 5.8 26.6 3.4 
High Dam project**· • • 13.7 4.3 13.7 1.8 
Industry ••• • • • • • 72.4 15.8 93.3 49.6 165.7 21.4 
Electricity • . • • • • 8.3 1.8 15.3 4.9 23.6 3.0 
Transport, Communica-
tion and ~orage • • 35.4 7.7 56.5 17.9 91.9 11.9 
Suez Canal • • • • • • 18 .. 0 5.7 18.0 2.3 
Housing • • • • • • • • 13.6 4.3 13.6 1,.8 
Public Utilities • • • 6.7 1.5 10.3 3.3 17.0 2.2 
Security, Justice and 
Defense • • • • • • • 110.8 24.2 1.4 0.5 112.2 14.5 
Service •• • • • • • • 203.4 44.3 'Z'/.8 8.8 231.2 29.9 
Miscellaneous • • • • • 6.6 2.1 6.6 o.8 
Total • • • • • 458.9 100.0 315.0 100.0 773.9 100.0 
* Current: Ordinary and annexed budgets including Egypt 's share 
in the unified budget. 
** High !2m!! project: Total credits for the High Dam project amount 
to L.E. 27.3 million in 1961/62; the balance was included in 
the sectors of Agriculture (L.E. 33 ,600) , Irrigation and Drainage 
(L.E. 7.8 million), Electricity (L.E. 1.0 million), Transport 
(L.E. 1.9 million) and Services (L.E. 2.8 million). 
Source: Central Bank of Egypt, Economic Research Department, \Gai:ro; 
.!m2. The Budget Report (~: Ministry of Treasury, Central 
Government of the United Arab Republic, 1961), p. 19. 
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Effeat of the Plan Upon Different Seators 
(a) Industrialization and Impaat on Industrial Structure 
In a country, like the U.A.R., where the land resources are 
limited and the human resources are ever increasing, industrializa~ 
tion becomes a necessity. Realizing this, the U .A.R. government 
allocated about L.E. 375 million in its Second Five Year Plan for 
industries. 
Studies conducted on the First Five Year Plan showed that 
an investment of L.E. 260 millions would be required if the national 
income were to be raised by L.E·. 100 million. When planning for. the 
Second Five Year Plan, it was estimated that, by the time the Second 
Five Year Plan is completed, the national income will experience 
.. - ... 
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an increase of L.E. 137 million as a result of an investment of about 
L.E. .322 million in industrial schemes as sho'WD. in Table V-14. 48 
This estimate does not includ~ the expected increases in income 
arising from oil, electricity, public utility, and vocational and 
production proficiency training schemes. 
If the revenues of schemes carried out under the First Five 
Year Plan, which have not yet reached full production capac.ity, are. 
considered, the total increase in the national income may amount to 
about L.E. 228 million by the time it is completed. 
(1) The Development Projects 
The Second Five Year Plan includes 2.30 projects, and will 
48The U.A.R. Department of General Informa'jiion 1 The Year ~' 1960, 
p • .3.31. 
TABlE V-14 
U .A.R.: THE INVESTMEN'T IN THE JN~USTRIAL SECTOR BY PROJEOTS 
Industry 
Oil Industries • • • . . 
Mining • • • • • • • • 
Chemical and Pharmaceuti-
cal Industries • • • • 
Food Industries • • • • 
Engineering Industries • 
Metal Industries • • . . 
Spinning and Weaving 
Industries • • . . 
Rural and Manual 
Industries • • • • • • 
Replacement and 
Renewals ••• . . . . 
Complementary Schemes. • 
N • I. Increase During 
Construction Period. • 
Total 
Total 
Investment 
Annual In-
crease in 
National 
Income 
Proportion of 
Increase to 
Investment 
Million L.E. Million L.E. % 
47.0 
.38.7 
48.8 
26.7 
29.2 
50.5 
6.0 
30.0 
16.0 
.322.2 
18.4 
18.5 
17.4 
19.1 
10.5 
17.1 
9.8 
6 • .3 
6.0 
6.0 
15.0 
136.9 
.39.1 
47.8 
.35.6 
44.5 
.35.9 
.3.3.8 
.3.3.4 
105.0 
20.0 
.37.5 
42.2 
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Source: U .A.R. Department of General Information, ~Year ~' 1960, 
pp. 272-286. 
cost about L.E. 422 million. In this plan, special attention was 
given to the basic industries, such as oil and petro-chemicals, 
I 
and iron and steel. The plan also includes the engineering, weaving 
:and spinning, food, rural and vocational training areas. 
It also includes allocations for public services amounting 
to aboP..t L.E. 25 million, an annual allocation of L.E. 6 million 
for replacements and renewals of parts and machinery, and about 
L.E. 16 million to be spent on complementary schemes outside the 
framework of the projects included in the Plan. The following table 
49 
shows the estimates for each branch of industry. 
It is expected that the Plan, during its execution, will re-
quire about L.E. 120 million of foreign currency out of the total 
amount of L.E. 231 million. Most of this will be met by the expected 
increase in exports of certain industrial products such as oil, 
metals, sugar, and textiles, -which may bring in about L.E. 175 
million in foreign currencies during the five years of the Program. 
(2) The Volume of Investment 
The total investment available for the industries under the 
.., -. 
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Five Year Plan amount to L.E. 378 million. This represents the avail-
able funds !or the industrial sector plus the obligations carried 
over from the First Five Year P'lan, which were estimated to amount to 
about L.E. 95 million. 50 
49~ ~ ~~ 1960, p. 333. 
50Ibid .. , p. 334. 
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TABlE V-15 
U .A.R.: THE CAPITAL ESTIMATE FOR THE INIXJSTRIALIZATICN PLllN 1960-1965 
(Millions of Egyptian Pounds) ' 
Industry 
Oil Industries • • • • • • • 
Mining •.•• • • . . . . .. 
Chemical and Pharmaceutical 
Industries • • • • • • • • 
Food Industries • • • • • • 
Engineering Industries • • • 
Metal Industries • • • • • • 
Spinning and Weaving 
Industries • • • • • • • • 
Rural and Manual 
Industries • • • • . . . . 
Training Centers • • • 
Complementary Schemes, 
Replacements and 
Renewals • • • • • 
• • • 
• • • 
Measurements • • • • • • • • 
Electricity • • • • • • • • 
Total • • • • • 
N!o. of 
Schemes 
10 
37 
44 
37 
39 
18 
23 
3 
19 
230 
local 
Currency 
24,610 
19,200 
19,572 
16,330 
16,375 
21,126 
4,783 
3,500 
18,000 
2,000 
26,800 
191,760 
Foreign 
Currency 
41,460 
19,523 
29,219 
10,343 
12,838 
29,373 
_16,816 
:~r;298 
1,750 
12,000 
47,800 
231,420 
Total 
66,070 
38,723 
48,791 
26,673 
29,213 
50,499 
29,281 
6,080 
5,250 
30,000 
2,000 
74,600 
423,180 
Source: U.A.R. Department of General Information, The Year Book, 2960, 
" pp. 249-265. 
Part of the obligations of the First Five Year Plan are being 
carried over to the years of the Second Five Year Plan in order to 
obtain credit and to extend the time period of the debt. This will 
make it possible for the government to execute the Second Five Year 
' Plan within the limits of available investment capital for the in-
dustrial sector, e.g., 
Volume of Second Plan 
(including electricity) 
Obligations to be carried over 
at the end of the Second Plan 
Obligations carried over from 
the First Plan 
Total of actual obligations to 
be met during the period of the 
Second Five Year Plan 
L.E.Million 
+ 423 
- 1.40 
+ 95 
+ 37S 
Benefits of the Second Five Year Industrialization Plan 
(a) The Effect on the Balance of Payments 
It is estimated that the new industries will close a wide 
gap in the country 1 s balance of payments. Imports of raw materials 
and consumer goods will fall, and its exports of manufactured goods 
will rise. According to the estimates made by various ministries 
and organizations, exports will increase by 35.8 per cent .over the 
base year 1959/60 at the conclusion of the plan. 
The exports of goods may undergo a change in composition 
owing to changes in the structure of both production and of local 
demand. This expected structural change is outlined in Table V-16. 
It is estimated that exports of manufactured goods will increase 
relative to the exports of non-manufactured goods, such as cotton 
and other raw materials. The ratio of cotton yarn and textile ex-
ports to total exports is expected to increase from 9.9 per cent to 
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12 per cent by 1964/1965. If these expectations are realized, foreign 
currency earnings can be expected to increase accordingly. 
TABIE V-16 
U .A.R.: THE PERGENTAGE DISTRIBUTION OF THE MAIN EXPORT ITEMS 
BETWEEN 1959/60 AND 1964/65 
Export Item 1959/60 1964/65 
Got ton 66.6 54.2 
Yarn and Gotton Textiles 9.9 12.0 
Agricultural Products 
and Foodstuffs 8.5 11.6 
Grude and refined oil 3.2 3.4 
Miscellaneous manufactures 11.6 18,8 
Total 100.0 100.0 
Source: National Planning Gommittee of the United Arab Republic, 
General Frame of the Five Year Plan for Economic and 
Social DffilOpment, July, 1960-June, 1965 (Gairo: The 
United Arab Republic, 1960) ~ pp. 82-84. 
Industrialization results in a saving of foreign exchange. 
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These savings are calculated in the following way: Foreign exchange 
savings are calculated b,y taking the value of th~ domestic production 
(c.i.f .) rather than the value of imports. This method of calculating 
savings results in their undervaluation because of discrepancies 
between domestic and foreign prices. 
Table V-17 shows the effect of the industrialization plan on 
foreign p~ents. Net savings of foreign exchange is equal to foreign 
exchange savings less the expenditures of the Plan. The total effect 
of the two plans is the sum of the net savings of each plan. In 
1960/61, net saving was negative owing to the fact that projects 
constructed during this year did not produce revenue. In 1963/64, 
however, projects completed in previous years are expected to be 
operating and producing import substitutes. It is expected, there-
fore, that some forty million Egyptian pounds will be realized as 
net savings generated by the Second Five Year Plan alone. 'When 
added to the net savings of the First Plan, net savings are in ex-
cess of one hundred million pounds. 
TABlE V-17 
'. ' 
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U .A.R.: THE EFFECT OF TEE JNOOSTRIALIZATIW PLAN ON FOREIGN PAYMENTS 
(Thousands of L.E.) 
Net Saving, Second Five Year Plan Effect of the 
First Five Expendi- Net two plans 
Year Year Plan Savings tUl'es Saving Net Saving 
1960/61 11,976 15,561 -15,561 -.3,585 
61/62 26,161 ,388 22,.360 -21,872 4,289 
62/6.3 45,8.30 'Z1 ,961 27,.378 58.3 46,40.3 
6.3/64 61,562 67,92.3 ·'f!l '754 40,169 101,7.31 
61/65 7.3,240 145,946 27,568 118,.378 151,618 
65/66 77,94.3 150,.307 27,500 122,807 200,750 
66/67 78,795 178,5.32 27,500 151,0.32 229,8'Z7 
67/68 79,677 i78,532 27,500 151,032 230,709 
Source:· U.A.R. Department of General Information, Year Book, 1960, 
P• .352. 
(b) The Effect Upon Labor 
It is estimated that about 212,90 new jobs will be created 
by the schemes included in the Second Five Year Plan. These jobs will 
be distributed among the various industries as shown in Table V-18. 
Some schemes, which are only extensions of the existing 
plans, 'Will not require additiona~ 'Workers or personnel, but the 
services of the present employee~ will be put into more productive 
51 
use. 
TABLE V-18 
U .A;R. :. THE DISTRIBUTION OF NEW JOBS CREATED BY THE 
SECOND FIVE YEAR PLAN BY INDUSTRY 
Industries 
Oil Industries 
Mining 
Chemical, Pharmaceutical and Building 
Food Industries 
Engineering Industries 
Weaving and Spinning Industries 
Vocational Training Centers 
Complementary Schemes 
Rural and Manual Industries 
Total 
No. of Workers 
and 
Other Personnel 
6,125 
12,778 
9,974 
44,881 
7,555 
9,140 
2,080 
1,600 
116,000 
221,927 
Source: U.A.R. Department of General Information, Year ~~ 1960, 
p. 353. 
5lyear Book, 1960, p. 340. 
' ' . 
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The execution of these new projects and the increase of in-
dustrial activity will provide new jobs for labor in other sectors 
of the economy such as transportation and marketing. Although in-
dustrialization will absorb on~ two per cent of the underemployed 
agricultural population, 'the planners estimate that the increase in 
the division and redistribution of large agricultural plots, the re-
clamation of land, and its sale to small farmers will £urther reduce 
disguised unemployment. Land ownership by former agricultural 
laborers is expected to increase from seventy-six per cent in 1960 
to seventy-seven p~r cent in 1965. Obviously, such an increase will 
be significant only if a substantial increase in arable acreage is 
achieved. 
(c) The Effect Upon National Income 
As discussed above, it is·. estimated that national income will 
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increase b,y approximately L.E. 137 million when the Second Five Year 
Industrialization Plan is completed, and all the projects become 
operational in 1967. This estimate does not include the expected 
revenue from oil drilling, electricity, public utilities, or vocational 
training schemes. 
As a result of the execution of both the First and Second Five 
+ 
Year Industrial .Plans~ then, the total increase in the country's 
national income will amount to about L.E. 181 million by 1965 as shown 
below. 
TABIE V-19 
U.A.R.: THE PROJECTION OF INCREASE IN N.ATIOOAL INCOME AS A 
RESULT OF THE INDUSTRIALIZ.ATIOO PLAN 
Year 
1960/61 
61/62 
62/63 
63/64 
64/65 
65/66 
66/67 
Effect of 
First Plan 
Increase in N • I. 
(Million L.E.) 
22.5 
40.8 
85.6 
90.6 
90.6 
90,6 
90.6 
Effect of 
.Second Plan Total 
Increase in N.I. 
(Million L.E.) 
22.5 
9.9 49.9 
19.9 105.5 
55.8 146.4 
90.4 181.0 
123.8 213.4 
173.5 228.1 
Source: U.A.R. Department of General Information, ~ Book, 1960, 
p. 355. 
Agricultural Production 
(a) Agricultural Development in the Second Five Year Plan 
In preparing for the Second Five Year Plan, great emphasis 
was placed upon the maintenance of balanced growth between the major 
sectors of the economy, and especially between the agricultural and 
industrial sectors in view of the close interrelation between them. 
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As industrial progress causes the per capita income to rise, this will, 
in turn, increase the demand for foodstuffs. In addition, the 
agricultural sector must provide some branches of industry with 
necessary raw materials. It will be necessary, therefore, to accelerate 
agricultural production if prices are to be kept at the present 
moderately low level. 
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The total amount allotted to the agricultural development 
in the Second Five Year Plan is L.E. 225.3 million.5~ This includes 
several projects to reclaim more arable land and to create more em-
ployment opportunities for the growing population. 
The total appropriation for agricultural development projects 
amounted to L.E. 34,667,884 in the first year of the plan, and was 
distributed as follows : 5 ~ 
The Permanent Council for Land Reclamation 
Liberation Province 
Ministry of Agriculture 
The General Authority for Desert Development 
Economic Development Organization 
Agricultural Reform 
Rehabilitation Projects 
Livestock Improvement Project 
Total 
L.E. Million 
8.2'7 
6.56 
5.90 
1.50 
1.50 
0.46 
0.20 
34.24 
I 
The Permanent Council for Land Reclamation program included 
reclamation of fifty thousand acres and planting thirty thousand 
acres. The Liberation Province was expected to reclaim 28,000 acres 
and plant 41,000 acres. The General Authority for Reclamation of 
5~istry of Treasury, The Budget Report ~the Fiscal Year 1960/61, 
P• €!2. 
53The Budget Report for the Fiscal~ 1960/61, p. 20. 
.· 
Deserts Program included the reclamation of 40,000 acres in different 
parts of the country. 
The Ministry of Agriculture development program included the 
use of selected seeds, diversification of agricultural crops, com-
bating diseases, and expansion in cultivation of fruit -erees. 
(b) Irrigation and Drainage Program 
The appropriation for this sector in the development budget 
for the fiscal year 1960/61 amounted to L.E. 19,077 million, and is 
distributed as follows: 
Ministry of Public Works Projects 
Ir~igation Plans in the High Dam Project 
Total 
L.E. thousands 
12,352 
6.725 
19,077 
Out of the L.E. 12,352 million allocated to Ministry of 
Public Works projects, L.E. 7.8 million was for irrigation projects 
and L.E. 4.5 million for drainage. 54 
The appropriation included in the High Dam Project was in-
tended to, serve the goal to be achieved from the first stage of the 
Dam construction, when about one million acres will be reclaimed, and 
an additional seven hundred thousand acres will be transformed from 
basic irrigation into perennial irrigation. 
The Marketing System of the U.A.R. and Economic Development. 
The progress of developing nations depends upon the develop-
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-~· ment of an efficient marketing system, and not only upon their production 
54rhe Budget Report for :!ill!! Fiscal ~ 1960/61, p. 21. 
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goals in agriculture and manufacturing. 55 
In many ways Egypt's distributive system is still relatively 
primitive. "It has little concern with consumer wants and needs, 
or with ways of better serving the consumer. Its primary purpose is 
physically to distribute the available goods. It does not even ration 
goods through a pricing system because the prices of most staples 
56 
are controlled by the government." 
The development of a local market for domestic industry in 
the U.A.R. will depend upon its size and also the machinery for 
taking the product to the potential consumer. The commercia~ sector 
is poor]¥ equipped to handle the output of local factories, and 
' . 
therefore the absorptive capacity of the domestic market is not 
fully realized. 
U.A.R. planners must realize that there are two markets to 
be considered, domestic and foreign, and an adequate. marketing 
machinery for market projections and for product distribution must 
be established.57 
F. The Aswan High Dam-A Major Contribution to Development in the 
U.A.R. 
The Nile is the one factor that distinguishes the U .A.R. from 
the Sahara. Egyptians for centuries have tried to control the flow 
55Higgins, Benjamin, op.cit., P• 82. 
56 Boyd, H.W., Jr., A.A. El Sherbini, and A.F. Sherif, nchannels of 
Distribution in Egyptn, Journal of Marketing (October, 1961), 
pp. 26-33. 
57Tinbergen, Jan, ~ Design .2f Development, (Baltimore: Jolm. 
Hopkins University Press, 1958), pp. 16-17. 
of water into the Mediterranean Sea. The Aswan High Dam is their 
newest and, by far, their most formidable attempt. The Dam will 
realize fuller utilization of excess flood waters for the expansion 
of cultivation and generation of power. It will also guarantee ir-
rigation of the areas already under cultivation in the years of low 
water supply, protect the country against floods, and improve naviga-
tion conditions.58 
It is intended to carry out the High Dam Project in three 
stages. The first stage will be completed in five years, and includes 
the construction of the diversion canal and the upstream and downstream 
cofferdams. When this stage is completed, ,it will be possible to 
store an additional eight milliards of cubic meters of water. This 
will convert an area of 700 thousand acres now under basin irrigation 
into perennial irrigation, besides reclaiming one million acres of 
new cultivable land. 
The second stage that involves the construction of the main 
dam, the spillway and the engineering work necessary for the power 
plant, will be completed in six years. By then the dam will serve 
the function of 11over year storagett with the capacity of 130 milliard 
cubic meters and will provide complete protection against abnormal 
floods. Although the extra storage of water in this stage will not 
allow for further expansion in the cultivated area, it will guarantee 
irrigation requirements for the whole area under cultivation even in 
the years of lowest supply. 
58The U .A.R. General Information Department, The U .A.R. Year Book 1960, 
(Cairo, 1961). 
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The third stage of construction involves the installation of 
the remaining turbine units. 
The Cost of the Froject and Ancillary Works 
1. Construction of the dam, the power plant and 
indemnities for Nubia and Wadi 1Ialfa 
2. Cost of 16 turbine units and transmission line 
to Cairo 
3. Cost of irrigation and drainage projects 
4. Cost of constructing roads and other public 
utilities in the recl~ed area 
Total cost of public investment 
5. Cost of preparing basin land for perennial. 
irrigation 7 .o 
6. Cost of reclaim:i,ng one million acres 70.0 
7. Houses for the reclaimed land 19,0 
Total private investment 
Total cost of the project less interest 
paid for the capital during the period 
of construction 
The Benefits of the Project 
L.E.Million 
121.5 
81.5 
58.0 
10.0 
271.0 
96 .. 0 
367.0 
1. Increase of cultivable land by about 1.7 million acres. 
2. Guarantee water requirements for the existing and new areas under 
cultivation even :in the years of lowest supply. 
3. Improve drainage conditions in all cultivable areas. This will 
result in increased output, 
4. Guarantee an annual cultivation of 700,000 acres of rice. 
5. Complete protection against high floods. 
6. An annual output of about ten milliards kilowatt hours of hydro-
electric power. 
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7. Improve navigation conditions. 
8, Reduce the annual consumption of mazout by about two million tons, 
9. Provide thousands of new jobs in the reclaimed land and new industries. 
When putting these benefits in money terms, the U .A,R. experts 
estimated that their country will realize an increase of about 
L.E. 234 million· in its national income, distributed as follows: 
l. Expansion of cultivable area L,E, 63.0 million 
2. Guarantee of water requirement for all 
existing and reclaimed areas 56.0 
3. Improvement of navigation conditions 5:or 
4. Protection against high floods 10.0 
5. Production of hydro-electric power 100,0 
Total 234.0 
• 
It follows from the above that the annual proceeds of the 
project are about 64% of its total cost. This in tum means that the 
project will cover its cost in less than two years. 
Work Until 1970 
The Aswan Complex has far to go be.fore its completion. The 
diversion channel, which must be finished before the main dam is 
built, will take until mid-1963, after an additional six million 
cubic meters of rock are removed. Current excavation averages 
15,000 cubic meters daily. By thSJa, the cofferqams -should be completed. 59 
In the years after that, of course, will come the principal 
task--construction of the main dam between the cofferdams. At the 
same time, a two to four million kilowatt power station vtill be built 
and transmission lines installed. 
From land reclamation projects made possible by t~e Aawan 
Dam, the Government expects national income to increase by L.E. 234 
million yearly, and anticipates a saving of L.E. 15.5 million yearly 
from flood control. Revenue from power generation will save foreign 
exchange now spent to import about one and one-half million tons of 
oil a year. 
G~ Management and Training of Manpower for Development 
A question that arises in discussing U.A.R.'s economic policy 
is that of efficient organization. This involves the human element 
which is of major importance: Ability, experience, and integrity 
are essential. 60 There is no lack ~f basic ability or of native 
intelligence anywhere in the world. Training and experience are more 
difficult to acquire. The U .A.R. now has th!3 
tt. • • nucleus of industrial managers and the basic 
institutions to fulfill this role of training. The 
country's educational institutions, with some strategic 
and long-overdue improvements are capabl~ of increas-
ing the supply of high-level manpower. 1t 61 
One of the virtues of efficient, strong, and determined 
leadership is the imposition of an example of honesty from above 
and a severe punishment of graft and corruption by government em-
ployees from the highest to the lowest. ~his is to be implemented 
60Pettingill, R., "Economic System of the U.A.R. How is it Going?", 
Middle ~ Forum (July, August, September, 1961) , pp. 39-42. 
6~arbison, Frederick, and Charles A. Myers, Management in the 
Industrial World, An International.Analysis (New York: McGraw-
Hill Book Company, Inc. , 1959) , p. 167. 
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rapidly in the U .A.R. The pace of industrial development by the 
U.A.R. and the control of the public sector over the industrial 
projects has been a rapid one. Managers and engineers will be re-
quired for at least two hundred new enterprises, which will be started 
within a five-year period. Yet, in the U .A.R., ''highly trained man-
62 power need not be as limiting a factor as in most other countries." 
In this respect, Egypt has a unique advantage among the presently 
underdeveloped countries. Egyptian management has already demon-
strated its capacity to absorb and master the technicalities of 
ttcomplex industrial projectsn.63 
H. Goals and :Expected Achievements 
The gove~ent based its plan on four fundamental prin-
ciples: 
(a) The execution of the greater part of investment would 
be Undertaken by the public sector; 
(b) no substantial growth is expect~d in the private sector, 
because eighty-two per cent of the economy is gover.nment owned, the 
private sector being limited to small wholesale and retail businesses, 
which do not·contribute greatly to growth; 
(c) change is necessary in the productive structure of the 
economy; an~ 
(d) price stability at the base year level is a prerequisite 
of the investment and production programs. 
62Ibid. 
63~, P• 168. 
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The Plan aims at an increase of forty per cent in national 
income .in the first five years; i.e., a rise from L.E. 1,282 million 
in the base year 1959/60 to L.E. 1,795 million in 1964/65.64 With 
regard to production, it was estimated that, at the expiration of the 
period of the Plan, the volume of production woula reach the value 
of L.E. 3,601 million, while, in 1959, it was only L.E. 2,525 million; 
i.e., it will show an increase of L.E. 1,076 million or about 
forty-four per cent as compared with the basic year. 
W:i:th the establishment of heavy industry, the U .A.R. has 
run seriously short of qualified engineers, a shortage that is 
restraining the government from drawing on all the foreign credit 
that is now available to it. Despite this, the government in 1962 
is managing to keep pace with the high industrial targets set by 
the Five Year economic plan; i.e., an annual economic growth rate of 
between eight and nine per cent. 
The aim of planning in the U .A.R. is not onJ.Y to produce more 
and better products through maximization of the national income, 
but also and especially more nearly equal its distribution to satisfy 
human needs. 
Freedom from need constitutes one of the main objectives of 
the contemporary Egyptian State, for misery is a waste of physical, 
moral and productive energy. 
The Plan follow~ these principles in that the increase in 
income it e:xpects at its consummation is forty per cent above that 
64Report of the Board of Directors, 1961,op.cit., p. 8. 
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of the base year, 1959-60. 
Part of the increase is to be used for new development enter-
prises and the remainder for consumption, the latter being twenty-four 
per cent above that of the base year. Moreover, the increase in 
national income does not imply that the value added in all sectors 
of economic activity should rise by the same proportion. In i'act, 
different rates of increase in the various sectors are assumed in 
the pattern of production contemplated by the Plan. 
The rise in consumption in the first five years, 1960-1965, 
is estimated to be lower than the increase in income with the re-
sult that the ratio of local saving to national income will increase 
and, consequently, domestic. resources will provide a great deal of 
the financing required for investment in all sectors of the economy. 
This emphasizes the need to mobilize local savings, which have to be 
channeled into investment through the financial organs.65 
The plan aims at achieving a state of full employment of the 
working i'orce. The Government has realized that it is not possible 
to remain indifferent to the consequences of general unemployment 
(whether due. to lack of capital goods or other compl~mentary resources, 
to under-employment, to covert unemployment arising from certain as-
pects of the economic structure, or to unemployment due to insuf.t:iciency 
and instability of the total demand . Umass unemployment"). 
With the execution of the first two stages of the Plan, it is 
estimated that the greater part of unemployed labor as well as new 
entrants into the labor market (resulting from the growth of population) 
65Report of the Board 2f Directors, op.cit., p. 8. 
will be absorbed into gainful employment. However, labor oppor-
tunities will improve even more in the second stage when horizontal 
expansion in agriculture is made possible by the availability of 
water from. the High Dam. In fact, if the number of workers expected 
at the end of the period is compared with that at the beginning, it 
indieates a total increase of eighteen per cent in the labor force 
employed in all sectors of the national econo~. The number of .oc-
. . 
cupied persons is therefore estimated to advance from six million 
in the base year to seven million in 1964/65. 
Detailed estimates of the first two years of the Plan have 
been drawn up, and it is anticipated that production as well as 
national income in 1961/62 should realize an increase of twenty-one 
per cent over the base year. Fl'ojects which had not been carried 
out in the first year were taken into consideration when drawing up 
66 
the estimates of the second year. 
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The aforementioned considerations, goals, and expected'economic 
and social achievements are confirmed in7 the Plan 1s estimates. Such 
is the mission of planning, and such are its various objectives and 
~ 
its major purposes in the United Arab Republic. 
66Ibid., P• 9. 
CHAPTER VI 
NATIONALIZATIW JN EGYPTIAN ECONOMIC PLANNING 
A. Nationalization-Its Role and Rationale 
The economic development policy of the U.A.R. was defined 
by- President Nasser on May 22, 1962. in a speech to the Nat~onal 
Congress in Cairo. Speaking about the economic development plans 
and economic structure, he said, "The co1mtry must face its own 
problems and work out its own solutions.tt He stated a policy of 
social development based upon the adoption of socialism as the 
' 1 
economic system for the U.A.R. 
Socialism advocates government ownership and nationalization, 
but this was not the beginning of Egypt's experience with nation-
alization. Government control is not new in Egypt. The lives of 
most Egyptians are conditioned by the distribution of Nile waters, 
and this has long been the trust of a centralized government. 2 
. 
The evolution of entrepreneurial functions in the last century 
had three stages in Egypt: a period in whic~ big entrepreneurs were 
mainly private persons of non-Egyptian origin; one in which .Egyptians 
became increasingly active in industry through family firms and cor-
porations; and the present period of government ownership. It must 
be remembered, however, that the government played an important role 
1 ~York~' May 22, 1962. 
2The Economist, May 5, 1962. 
in the early stages too by providing for entrepreneurs mohopoly con-
ditions and protective tariffs.3 
The role of foreign investment in Egypt was defined by Arthur 
lewis when he said that n. • • foreign investment need not provoke 
war, but it may do so if the country in 1-lhich the foreigners wish to 
invest is reluctant to grant concessions ~or the purpose, or dis-
criminates between lenders, or tries to repudiate its obligations. 
Any such action may lead to a liberal war, designed to mainta:in the 
open door, equality of treatment, and respect of contracts. The less 
developed countries are quite prone to find themselves engaged in 
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such wars, since they are often suspicious of foreigners, or reluctant 
to grant concessions, or lax in meeting their obligations; Egypt is 
perhaps the most classical case. n4 
Nationalization of foreign- and locally-owned industries 
and businesses started in 1957. Behind these nationalization measures 
lay both economic and political reasons. 
Economic Context of Nationalization 
(a) Foreign Investment Prior to 1952 
According to Dr. El-Gritly, who intensively studied the growth 
of industry in Egypt down to the period just following 1forld 1-lar II, 
the industrialists in the third quarter of the nineteenth century 
n ••• were almost all foreigners or local residents of foreign ex-
traction. French capital and entrepreneursh7.p predominated and were 
3El-Gritly, A .. A.J., The Structure Q! Modern Industry in Egypt (Cairo: 
Government Press, 1948), pp. 372-74. 
4Iewis, W. Arthur, The Theory of Economic Growth (Homewood: Richard D. 
Irwin, Inc., 1955), p • .368,. 
later reinforced by British and Belgian capita1.u5 The Europeans 
often obtained monopoly privileges from the rulers of Egypt to 
build transport facilities and utilities, to extract minerals, and 
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to put up factories for the processing of local agricultural products. 
In latter part of the nineteenth century, the next stage began, as 
domestic businessmen and bankers, who were associated with foreign 
interests, lent money and developed industry and trade on their own 
accounts. World War I proved especially profitable to them. In 
the first quarter of the present century, as religious restraints:· 
upon banking weakened, Egyptians became increasingly active in finance 
and industry too. Between 1902 and 1934, the proportion of the 
Egyptian public debt held in Egypt itself, rather than abroad, 
increased from ten per cent to fifty-nine per cent. At the same 
time, the proportion of company shares held in Egypt rose from 
6 
twenty-two per cent to forty-six per cent. 
The country experienced a period of economic instability 
after World War II with the decision in 1947 of the Egyptian Govern-
ment to leave the sterling area and the Palestine War of 1948 
having a disastrous effect on the Egyptian economy. The first deci-
sion resulted in a British boycott of Egyptian cotton, the main 
foreign exchange source; the second decision caused the considerable 
foreign capital present in the Egyptian economy to leave the country, 
-
and with it went a substantial amount of Egyptian capital. 
5El-Gritly, op.cit, pp. 372-74. 
6Ibid., pp. 374-76, 383-84. 
(b) Reasons for Government Seizure of Property 
The state of semi-anarchy prevailing in the economic and 
political framework of Egypt resulted in the big foreign banks and 
firms, from 1948 until 1957 engaging in the practice of advancing 
their money and the money of local depositors to foreign-ow.ned enter-
prices only against collateral deposited in Europe. With the end 
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of the Suez invasion in 1956, the Egyptian government was confronted 
with the problem of having these banks unprotected and facing bank-
ruptcy. It was clear to the Egyptian Government that a drastic inter-
vention by the state in the operation of a large sector of the nation~s 
economy was inevitable. Egypt, therefore, in 1957, entered the 
third period, that of government domination of entrepreneurship. 
Banks had to be covered, depositors had to be protected, and industry 
had to go on producing. 7 
The government nationalized leading foreign-owned and Egyptian-
.. 
owned banks in which British, French, and Belgian capital was dominant. 
In 1957, it created the Economic Organization to cover the immediate 
debts o~ these banks, to manage firms which were nationalized, and to 
replace departed :foreigners. Its main aim was to unify and extend 
the government 's role in the creation and expansion of industrial 
firms through the investment of public funds. 8 
In the spirit of socialism and the economic policy of the 
U.A.R., the public sector of the economy was extended further to cover 
7~ Efyptian Economic and Political Review, Vol. 7. (July, 1961, 
No. 7 , p. 4. 
8Ibid, 
·a number of nationalized industries and businesses. The argument 
that Egyptian economists give for that measure is this: 
137 
The essential point in development planning is to secure an 
amount of productive investment which is sufficient to provide for a 
rise of national income substantial~ in excess of the rise in popula-
tion, so that per capita national income increases. The strategic · 
factor in economic development planning is one of assuring that there 
be sufficient productive investment and, then, of directing that 
productive investment in such channels as will provide for the most 
rapid growth of the productive power of the national economy. Ac-
cording to the government's experience, therefore, the problems that 
Egyptj,cm economic planning faced in 1957 were essentially two. One 
was the mobilization of resources for purposes of productive invest-
ment; the other, the direction of the investment into proper channels. 
The first problem was dealt with by nationalizing foreign-
owned enterprises such as the Suez Canal Company, and the use of 
their profits for investment purposes. This was paralleled by the 
inducement of private savers to undertake productive investment, 
including forced saving. This was achieved by heavy taxation of 
unproductive uses of wealth, compulsory saving, restrictions on the 
distribution of profits and of uses of profits which do not constitute 
productive investment, compulsory loans 1 and other measures~o The 
second problem is being dealt with by Egyptian planners and is re-
flected in their projected allocations of investments in the First 
and Second Five Year Development plans. 
The momentum of the swing towards nationalization has continued. 
In July, 1961, important legislation was promulgated embracing 
Laws No. 117, 118 and 119, to expand the role of the State over the 
various economic sectors with a definite determination to further 
the mobilization of resources and to direct production. "This VIas 
to secure the balanced growth of the economy as contemplated by the 
Five Year Plan.u9 The government employed three techniques of 
taking over control: by outright nationalization, by taking fifty 
per cent of the shares of companies, and by limiting the holding 
of any family in a concern to L.E. 10,000. If the government holds 
a quarter of the sha,res in any company, it has the right to appoint 
the managing director. In conformity with Law No. ll7, all banks 
and insurance companies were nationalized in order to coordinate 
1.38 
savings and investments within the framework of the Second Five Year 
Plan •10 Moreover, a number of companies of paramount importance 
to the implementation of the Plan--covering trade in timber and 
building materials, metal industries, electricity, transport and 
tourism industries and services, and· mortgage activities--were also 
nationalized under this law. Partial nationalization was decreed 
by Law No. 118 of 1961, which stipulated that government participa-
tion in certain industrial and commercial companies and establish-
ments designated by this law should not be less than fifty per cent. 
Those firms were to take the form of joint-stock companies enjoying 
. 
U .A.R. Nationality.11 
9aentral Bank, Report of ~ Board of Directors, 1961, op.cit., 
pp. 10-11. 
10~. 
11see Appendix I for Decrees and Nationalization Laws, July, 1961. 
The three laws provided for compensation by the issue of 
fifteen-year four per cent State bonds, valued on the basis of the 
closing quotations of the Cairo Stock Exchange prior to the promul-
gation of these laws in some cases, or in accordance with the deci-
sions of valuation committees. These bonds are negotiable, and may 
be redeemed after ten yeru:s in whole or in part by dra1>1ing. 
Political Factors 
Nationalization in Egypt has been a political as well as an 
economic act. Political motives were sometimes paralleled by economic 
ones and sometimes not. Yet, most or the nationalization measures 
had in their background the need for social reform, the exploitation 
of the means of production, and the distribution for the benefit of 
people and Stat~. The nationali,zation of the Universal Suez Maritime 
Canal Company by Egypt in 1956 had behind it a financial economic 
motive:12 "· •• to obtain resources for the Aswan High Dam project, 
and political; with the desire to eliminate foreign capital and gain 
control of the operation of the Canal playing a subsidiary role.u13 
There can be no doubt, however, that it also reflected a need to 
undertake political retaliation against a short-sighted U.s. foreign 
policy which ll.a9. ( l) created an economic crisis in Egypt by dumping 
. . 
cotton on the world market and (2) seriously offended President Nasser 
by offering and then withdrawing assistance on the Aswan Dam project. 
12vfuite, Gillian, Nationalization of Foreign Property (New York: 
Frederick A. Praeger, 1961) pp. 26-28. 
l3Ibid. 
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Subsequent Egyptian measures against British and French 
nationalized property were also due to political as well as economic 
reasons. The Suez invasion influenced the government to implement 
nationalization measures, which had been under consideration for 
economic reasons before the invasion. 
Internal political considerations have also been important. 
The Government has stated that the general political-economic criterion 
in selecting particular industries rather than others for nationaliza-
tion has been to accentuate the interests of the masses. u. • • Cotton 
ginning and pressing, as 1-Jell as certain large firms engaged in the 
production of essential consumer goods have been nationalized not 
simplY by way of selected targets for applYing socialist practices, 
but rather with the obvious aim 6f protecting the small consumer; 
and where cotton gipning and pressing is concerned, to protect the 
small farmer. u14 
B. The Effect of Nationalization on the Economy by Sector. 
Nationalization of Foreign-Owned Industries and Business. 
(a) The Suez Canal 
,. 
The nationalization of the Suez Canal Maritime Company resulted 
in supplying the economy 'With much needed foreign exchange. "If it 
were not for ~~e steady L.E. 1 million a week coming in from the Suez 
Canal dues, the government's anxious position over foreign exchange 
1d be • ,,15 wou onnnous • · 
14nTowards Practical Social Reform", The Scribe (August-September, 
1961)' pp. 3-4. 
15The Economist (1961), 457-58. 
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Since June, 1957, vessels of all flags have been plying the 
canal, carrying bounties to all corners of the world. Its traffic, 
during the period from 1957 until the end of 1961, has been affected 
by two main factors: improvements in administration and increasing 
oil shipments. The improvement program for the canal, started by 
the former company in 1955, was amended by the Canal Authority to 
ensure deeper and wider dimensions for vessels. Beginning as of May, 
1961, the canal became ready to receive vessels of thirty-seven feet 
draught. Before, it only had thirty-five feet draught. 
The total costs of the canal improvements projects planned 
for the five-year period 1959/63 have been estimated at L.E. 62.8 
million. To cover foreign exchange requirements of the improvement 
works scheduled up. to the end of 1961, the Canal Authority obtained 
from the'I.B.R.D. in December, 1959, a loan of fifty-six and one-half 
million dollars for fifteen years at six per cent repayaQle in yearly 
installments as r~om March, 1962.16 
(b) Finance and Insurance 
As an agency for State Control, the Economic Development Or-
ganization (E.D.O.) was created in 1957 to unify and extend the govern-
ment 1s role in financing the creation and expansion of new industrial 
firms. It comprised the biggest complex of insurance companies and 
banks in the U .A.R.17 
16central Bank of Egypt, Economic Review, Vol. l.. (No. 4) , pp. 486-F!r/. 
17see Appendix II for Law No. 20 of 1957 establishing the E.D.O. and 
defining its functions in detail, and Appendix III for Companies 
managed and owned by the E.D.O. 
Other than the National Bank of Egypt, deposits in the Organ-
ization's Banks have been rising steadily since 1957. In 1960, they 
had attained the figure of L.E. 156.5 compared to L.E. 106.8 million 
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in 1957. Credit and loans extended by these banks during the same 
period rose from L.E. 78.7 million to L.E. 116.8 million. The E.D.O.'s 
assumption of the activities of French and British Banks has intro-
duced into the economy a factor of financial stability previously 
lacking. Banks now command the necessary collateral for efficient 
operation, and are not solely dependent upon instructions from abroad 
as to the policies and credit patterns that they should undertake. 
In the field of insurance, the five big insurance companies 
of the E.D.O. have increased their operations• In 1957, the value 
of valid insurance policies amounted to L.E. 89,310,000; by 1960, 
this figure had reached L.E. 125,000,000. Investments of these 
companies in the economy rose from L.E. 24.3 million in 1957 to 
L.E. 36.42 million by the end of 1960.18 
These fully nationalized or partly nationalized Banks and 
Insurance companies have been and are s.till important owing to their 
participation in an indirect manner in the execution of economic de-
velopment projects by giving short-term loans to small businessmen 
and advances to agricultural cooperative societies in particular and 
farmers in general. They also granted medium and long-term loans to 
industrial companies and individuals engaged in industry. 
The total loans and advances given to these bodies in industry 
18The Egyptian .Economic and Political Review, Cairo U .A.R., July, 1961, 
pp. 17-19. 
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rose from L.E. 117.5 million in 1957, to L.E. 136.4 million in 1958, 
L.E. 156.4 million in 1959, and L.E. 164 million in 1960. 
Nationalization of Domestic Private Industries 
In 1957, when the E.D.O. was created, its main objective was 
the expansion and creation of new industria~ firms and manufacturing 
industries. At that time if the E.D.O. owned twenty-five per cent 
or more of the capital of any Egyptian company, it had effective 
control because the government then appointed the chairman of·the 
board and the managing director. At the end of 19 57, the Egyptian 
Organization's total capital was L.E. 58 million.19 The distribution 
of these investments were: forty per cent from shares already h~ld 
by the government, forty-two per cent from the British and French 
companies nationalized after the Suez crisis of 1956, twelve per 
cent from companies created by the E.D.O., and the remaining six per 
cent from purchases in existing companies. Of the total capital, 
two-thirds were in industrial companies, an eighth in banks and 
20 
another eighth in mining and petroleum. By the end of 1959, two 
years after its inception, the E.D.O. held about the same amount of 
capital, but had established nine new companies, four of which were 
for mineral prospecting and development. It developed and established 
new mines for manganese phosphates, lead, zinc and elemenite. The 
contribution of the E.D.O. in the Second Five Year Plan for industrializ-
ation entails the execution of twenty more industrial projects, which 
l9National Bank of Egypt, Economic Bulletin (1957) Vol. 10, p. 37 and 
(1960) Vol. 13, p. 42. 
20Ibid. 
will cost more than L.E. sixty million in the next three years.21 
In its efforts to improve the basic development of the 
econo~, the government of the U.A.R. realized that development goals 
cannot be accomplished adequately without an efficient transportation 
system. To make Egypt 1 s system more efficient, the Government, which 
had owned the railway since its inception, nationalized all the re-
maining transportation and communication media upon coming to power 
in 1952. It established a number of functional public. agencies, which 
were administratively and financially autonomous, to run the various 
systems. Among these agencies were: the General Organization for 
Internal Navigation, t,he General Organization for Railways, and the 
General Committee for Internal Transport. 
The industrial growth of the U.A.R. and the subsequent increase 
in population will necessitate the modernization of existing trans-
portation facilities and the establishment of a more extensive trans-
port system in general. For example, the plan proposes to install 
diesel engines to replace steam locomotives and to extend the length 
of the railroad south to the Aswan Dam and north to the port of 
Alexandria.22 L.E. 272 million, or sixteen per cent of the total 
investment of the 1960-65 Five Year Plan, is allocated to transport 
. 23 development. 
21Ibid. 
22Boghdadi, Abdel Iatif, ~Five Year Plan (Cairo: Government Press, 
1960)' p. 50. 
23Ibid., pp. 49-58. 
CHAPTER VII 
COOCIDSICNS 
A. The Economic System of the U .A.R. and Nationalization 
On May 22, 1962, the President of the U.A.R. assured that 
nationalization would be vigorously pursued, saying ''· •• progress 
in the economy cannot be left to desultory individual efforts and 
the people must control the tools of production. u1 
The question that arises here is whether the U.A.R. is headed 
irrevocably and with increasing momentum do1m. the path toward~so-
cialism? Or, will it keep free enterprise as its basic philosophy 
and use the government only as a policeman and guide with occasional 
ad hoc ventures into government ownership and direct control? 
The answer is that the government finds increasing justifica-
tion for major departures from the tenets of free enterprise capitalism 
saying that they are necessary to achieve the political objectives of 
the Revolution of 1952; namely, freedom from foreign domination and 
the making of independent contributions to civilization. 
Accordingly, the industrial sector of the economy has been 
nearly totally nationalized, with eighty-two per cent of the active 
corporations being publicly o1m.ed. In the years since .nationalization, 
industrial production has contributed an increasing proportion to the 
United Arab Republic's national income, particularly since 1957, when 
~ew York~' Tuesday, May 22, 1962. 
the nationalization level reached about sixty per cent. At the end 
of the 1957-60 Development Plan, this sector was contributing twenty-
five per cent to the national income. The volume of manufacturing 
production rose by forty per cent, 1955-60, or about eight per cent 
2 
annually. 
The labor-absorptive capacity of these industries has ~ot 
however increased as rapid~ as production. On~ 8.8 per cent of 
the total employed pop~lation was engaged in manufacturing industries 
at the end of 1958 as compared with 8.2 per cent in l9'Z7 •3 On the 
one hand, this is indicative of increased labor productivity which 
is very necessary to development. On the other hand, it provides 
little consolation to political leaders and economic planners who 
are faced with present unemployment, actual and disguised, and the 
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threat of a continuing population boom. The 1960-65 industrialization 
program has taken these £actors into consideration by planning for an 
increased rate of industrial growth general~ and emphasizing in 
particular the development of labor-intensive cottage industries. 
The agricultural sector of the economy contributed thirty-one 
per cent to the national income of the U.A.R. at the end of 1960. 
As a result of land reforms, a substantial increase in agricultural 
production ~as realized. This was due to mere effective administration, 
and the higher incomes of the new land owners. The government, through 
cooperatives, also achieved more effective control of the cultivation 
% ational Bank, Economic Bulletin, 13 ( 1960) , p. 360. 
~ational Bank, Economic Bulletin, 10 (1957), pp. 6-14. 
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of agricultural land and the same of its crops. 
The 1960-65 Plan aims at developing both the industrial and 
agricultural sectors of the economy. The industrial sector is expected 
to contribute sixty-seven per cent'to the total increase in the value 
of production by 1965, and is allotted one-third of the total invest-
ment under the ~lan. Twenty-three per cent of planned investments 
will be devoted to the agricultural sector, stressing mainly the ex-
pansion of~land reclamation and its distribution to new landowners. 
The agricultural sector is expected to contribute twenty-two per cent 
to the increase in national income in 1965. 
B. lessons learned From Planning 
In its course of development planning, the U.A.R. has learned 
four main lessons. First, it has improved its administrative machinery 
for national planning. It has now a special Ministry of Planning res-
• 
ponsible to a planning committee in the cabinet as well as planning 
sections in each ministry. 4 In 1960, the Institute of N ation~l Planning 
was established witp a competent staff and efficient technical leader-
ship, its objective being to train officials engaged in planning at 
all levels. and to undertake theoretical and practical studies. 
Second, economic planners have learned that planning does not 
mean the urgent and random building of factories and prestige monuments 
of industry, but more importantly the founding of the sound basis of 
economic growth: an education, literate, healthy population trained 
at all levels of skill and in various functions; transportation and 
4Abdel-Rahman, I.H., The Institute Qt National .Planning (Cairo: 
U.A.R. Institute of National Planning, 1960), pp. ll-25. 
communication facilities, agricultural reform and sources of energy. 5 
Third, the increase in population has nearly cancelled out the 
major gains of the First Five Year Plan in Egypt. Egypt has now 
twenty-seven million people living in an area a little larger than 
the state of Maryland, :y-et population is increasing at six hundred 
thousand a year and is expected to increase to eight hundred thousand 
per annum in 1962. If this growth continues, it will reduce by nearly 
\ 
two-thirds the real progress achieved in the next ten years even if 
all predicted goals are reached. 
Pettingill suggests that ten per cent of the planned invest-
ment be diverted into paying for a voluntary steriliz~tion program, 
and that the nation could therefore reap the benefits of better -living 
much greater than that provided by the conventional investment of the 
remaining ninety per cent. 
The U.A.R. should follow th~ examples of other underdeveloped 
countries such as India, Japan, and Puerto Rico, but on a much larger 
scale. 
Finally, it is not entirely clear exactly what role nationaliza-
tion has played in the development of the U .A.R. to date. It seems 
clear, however, that the future will see more rather than less of it, 
and that the years immediately ahead will provide planners Ylithin and 
observers without one of modern history's finest opportunities to 
witness a comprehensive effort -in development planning. 
.APPENDIX! 
NEW LAWS ISSUED TO IMPLEMENT l!ND CONSOLIDATE 
THE SOCIALIST, DEMOCRATIC, CO:;..QPERATIVE 
SOCIErY IN THE UNITED ARAB REPUBLIC 
1 
Issued on July 19th and 20th, 1961 
1. - COMPANY PROFITS DISTRIBUTICN 
(FOR THE .SOUTHERN REGICN) 
The following provisions shall apply to all joint stock com-
panies, partnerships limited by shares, limited liability companies, 
~n:d full partnerships: 
1.--The net profits ready for distribution in a company shall 
be distributed as follows: 
7 5% to the shareholders, and 25% to staff and labour. 
The distribution of the staff and labour share shall be ef-
fected in the following manner: 
a) 10% upon the distribution of shareholders 1 dividends; the 
distribution to be conducted according to general rules to be covered 
by a decree of the President of the Republic. 
b) 5% for social services and housing according to rules 
agreed upon between the company board and the labour syndicate. 
c) 10% allocated for central social services for staff and 
labour. 
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2.--The means of disposing of such amounts and rendering the 
social services involved, and the administrative quarter that will 
undertake such services, will be determined in a decree of the President 
of the Republic. 
Existing companies have to adapt their conditions to the pro-
vision of Art. (l) above within one year from the date of the applica-
tion of this law which shall be published in the 'Official Journal' 
and enforced in the Southern Region from the date of its publication. 
lAl-Wakai Al 1-Iassria, Government Publications of General Laws. July 1:2, -
July 20, 1961 (Cairo: Government Press, 1961), pp. 1-1.3. Translated 
from Arabic by the Staff of The Egyptian Economic and Political Review, 
(September, 1961). This is not an official govemment translation. 
2. - LABOUR PARTICIP.ATICN IN COMPANY BOARDS: 
(BOTH REGICNS) 
The relative Republican Decree stipulates that the number of 
members of the board of directors of any company or organization in 
the two Regions of the Republic should not exceed seven. 
J.50 
It also provides that members of the board of directors shall 
include one representing the staff, and another representing the labour~ 
They shall be elected by a secret general ballot under the supervision 
of the Ministry of Soeial Affairs and Labour. The term of office will 
be for one year. 
The election of these two members 111ill take place on July 1, 
each year. 
3. - MAX1MUM REMUNERATIWS 
(BOTH REGIOOS) 
Article 1. - Total remuneration or payment of any kind received 
by a chairman of a board of directors, a managing director, member of 
a board of directors, or any person employed by any organization, 
public establishment company, or society, as an official adviser or 
in any other capacity should not exceed L.E. 5,000 per annum. This 
applies to all p~ents including remunerations, salaries, attendance 
fee, representation allowance, and any other p~ent in any form. 
Any excess incompatible with this article shall be annulled. 
Article 2. - The provisions of the first article do not affect 
any other law fixing a maximum less than that stipulated in the first 
Article. · 
Article 3. -. This law is to be published in the Official Journal 
and shall come into effect as from August 1, 1961, in the two Regions 
of the Republic. 
4. - PROGRESSIVE T.AXATIOO : 
(EGYPTIAN REGION) 
The Decree pertaining to taxation stipulates that Article II 
of Law No. 19 for 1949 relative to progressive income tax should be 
substituted by the following: 
"The rate of tax, after excluding the amounts referred to in 
Article 9 from the net total income, shall be fixed as follows: 
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Up to L.E. 1,000 Exempted 
From L.E. Up to L.E. Tax 
1,000 1,500 8% 
1,500 2,000 9% 
2,000 3,000 10% 
.3,000 4,000 15% 
4,000 5,000 25% 
5,000 6,_ooo 35% 
6,000 7,000 45% 
7,000 8,000 55% 
8,000 9,000 65% 
9,000 10,000 75% 
10,000 upwards 90% 
/my fraction of a pound of the net total income shall be left 
out. 
This la't-7 has maintained :the progressive tax at the previous 
rate in relation to the first, second, third, fourth and fifth brackets. 
The amendment occurred as from the sixth bracket which was charged 
20% under the old law and has now been raised to 25%. 
The rates for the subsequent brackets under the old law were 
.30%, 40%, 50%, 60%, 70%, and 80% for amounts ranging between L.E. 
5,000/L.E. 81000, L.E. 81000/L.E. 11,000, L.E. 11,000/L.E. 15,000, 
L.E. 15,000?L.E. 20,000, L.E. 20,000/L.E. 30,000 and L.E. 30,000 and 
over respectively. 
AR.l'ICLE 1: 
PRESIDENTIAL DECREE NATIONALISING BANKS 
AND INSURANCE COMPllNIES IN 
BOTH REGIONS OF THE U.A.R. 
All banks and insurance companies in both Regions of the United 
Arab Republic are nationalised and the companies and establishments 
specified in the attached list are also nationalized and their owner-
ship has reverted to the State. 
AR!'ICLE 2: 
The shares of the companies and the capital of the establish-
ments referred to shall be converted into nominal state bonds for 15 
years of an annual interest of four per cent. 
The bonds shall be negotiable on the Stock Exchange. The Govern-
ment may after ten years radeem these bonds whol~ or partial~ at 
nominal value by ballot at an open meeting. 
ARTICIE .3: 
The price of each bond shall be fixed at the last closing 
price on the Cairo Stock Exchange before the issuing of this law. 
If the shares were not negotiable on the Exchange or if a 
period of more than six months had elapsed since the last transaction 
. of these shares, their price shall be fixed by three-man committees. 
Such committees shall be formed and their competence shall be 
. defined by a decision to be taken by the Executive Minister of Economy. 
Each of these committees shall be presided over by a Counsellor' 
of the Court of Appeal. Each committee shall take its decision within 
a period not exceeding tvto months fr.om the date of its formation. The 
decision of thes~ committees shall be final and not subject to any 
form of appeal. 
These·committees shall also undertake the evaluation of the 
establishments which are not in the form of joint stock companies. 
ARTICLE 4: 
Companies and banks referred to in Article 1, shall maintain 
their legal form and continue their activities and functions. Amalgama-
tion of any of these banks, companies or establishments with another 
can on~ take place on the strength of a Republic Decree. 
ARTICIE 5: 
. The President of the Republic shall issue a Republican Decree 
indicating the competent administrative authority that shall be con-
cerned with the supervision of each of the companies or establishments 
referred to. 
ARTIClE 6: 
The competent administrative authority entrusted with super-
vision of companies and banks affected by this law shall be authorized 
to relieve the managing directors, chairman of the board of directors, 
and some or, all members of the board of any of these establishments, 
and appoint a provisional board, a managing director of a delegate 
having the powers of a board of directors pending the appointment of 
a new board. 
As for other establishments referred to, the administrative 
authority shall be authorized to relieve the director of any of these 
establishments and appoint another. 
All decisions by the provisional board, the managing director 
or the delegate shall not be regarded as final unless approved by the 
competent administrative authority. 
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.ARTIClE 7: 
The Executive Minister of Economy in each Region shall issue 
the necessary decisions implementing this law. 
.ARTIClE 1: 
LAW No. 118/1961 
ON STATE PARTNERSHIP 
IN 91 COMPANIES AND 
ENTERPRISES 
All the companies and establishments specified in the appendix 
of this law should assume the form of an Arab joint-stock company ·and 
one of the public establishments to be specified by order of the 
President of the Republic shall participate in them to the extent 
of not less than 50 per cent of the capital. 
ARTIClE 2: 
The said companies and establishments should adjust the1r posi-
tion to comply with the provisions of this law within a period of not 
more than six months from the date of its issue. 
In case of necessity it is permissible to reduce by half the 
share of each shareholder or partner· in the capital. 
ARTICLE 3: 
The capital shall be computed on the basis of the value of the 
share as quoted on the closing day of the Cairo Stock Exc~ange before 
this law was published. If the shares were not quoted on the Stock 
Exchange or if there were no transactions on them for the last six 
months, the value shall be fixed by a committee of three members to 
be formed by order·of the Executive Minister of Economy which shall 
also specify the powers of the committee. These committees shall be 
presided over by a Counsellor of the Court of Appeal and shall issue 
their decisions in a period not exceeding two months from the date of 
~ssue of the order forming them, and such decisions shall be final 
and not subject to any form of appeal. 
The committees shall also evaluate the capital of establishments 
which are not in the form of joint-stock companies • 
.ARTIClE 4: 
The government shall pay the share of the public organisations 
in the capital of the said companies and establishments by nominal 
'State bonds at four per cent interest annually for a period of 15 years. 
The bonds shall be negotiable and the government may after a period of 
ten year redeem the bonds fully or partially at their nominal value 
by drawing of lots at an open meeting. 
ARTICIE 5: 
The President of the Republic shall by decree specify the 
administrative authority which shall supervise all the said companies 
and establishments. 
The said administrative authority which is responsible for the 
said companies may relieve the managing director, the chairman, and 
all or some of the board of directors of their duties and appoint a 
temporary board of directors or a managing director or a representative 
who will have the powers of the board of directors until the new board 
of directors is formed. 
The said authority may, with regard to the said establishments, 
relieve the director of the establishment of his duties and appoint 
another person. It may also postpone the settlement of debts and 
obligations of companies and establishments which are subject to the 
provisions of this law for a period not exceeding three months. 
The decisions of the temporary board, or the ~aging director 
or the representative in matters, which were originally within the 
powers of the board of directors and also the decisions of the director 
of an establishment, shall be subject to the confirmation of the com-
petent administrative authority • 
.ARTICLE 7: 
Any contraventions of the provJ.sJ.ons of this law shall be 
punishable by imprisonment and a fine of not less than L.E. 500 
(L.S. 5,000) and not more than L.E. 2,000 (L.s. 20,000) or by the 
two penall.ties. 
.ARTIClE 1: 
DECREE LIMITING INDIVIDUAL 
SHARE IN 159 COMPANIES 
No individual or moral person may, as of the date of the 
issue of this law, own shares in the companies listed in the appendix 
of this law to a market value of more than L.E. 10,000 (L.S. 100,000). 
The ownership of this excess shares shall be transfered to the State. 
This excess shall be taken from every type of shares in the ratio of 
the excess value over the total value of the shares, in such a w~ 
that this value shall be equivalent to whole (not fractional) shares. 
The provisions of this article shall not app~ to shares owned by 
public organization and authorities • 
.ARTIClE 2: 
The value of the shares which have become the property of the 
State in accordance with the preceding article s~all be fixed on the 
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basis of the closing price of the last day of activity on the Cairo 
Stock Exchange before this law was published. If the shares were not 
quoted on the Stock Exchange or if the last transaction in them took 
place over six months ago, the value shall be fixed by a committee 
of three members to be formed by order of the Minister of Economy who 
shall also specify the committee's powers. Eaeh committee shall be 
presided over by a Counsellor of the Court of Appeal and it shall 
issue decisions in not more than two months from the date of the order 
forming the Committee. The decisions of the committees shall be final 
and not subject to any form of appeal. 
ARTIClE 3: 
The Government shall settle the value of the shares which have 
become its property by means of nominal bonds drawn on the state for 
a period of 15 years at four per cent annual interest. The bonds are 
negotiable and the government may after ten years redeem all the bonds 
fully or partially at their nominal, value by drawing lots at an open 
meeting. 
ARTIClE 4: 
The President of the Republic shall by decree specify the ad-
ministrative authority which shall supervise all the said companies. 
ARTIClE 5: 
The said administrative authority responsible for the said 
companies may relieve the managing director of any company or its 
chairman or all or some of them of their duties and appoint a temporary 
board or a managing director or a representative with powers of the 
board of directors until the new board of di.rectors is formed. The 
decisions of the temporary board or the managing director or the re-
presentative shall in matte~s which were original~ the powers of 
the board of directors be subject to the confirmation of the competent 
administrative authority. 
It may also postpone the settlement of the debts of the companies 
and establishments which are subject to the provisions of this law for 
a period not exceeding three months. 
ARTIClE 6: 
If the shares which have become the property of the government 
in accordance with Article l of this law are deposited with a bank or 
any other establishment as surety, the bonds issued in accordance with 
Article 3 shall legal~ replace them. 
ARTICLE 7: 
Any action which obstructs the provisions of Article One shall 
be punishable by imprisonment and the shares which should have become 
the property of the State shall be confiscated. 
ARTIClE 8: 
The Executive Minister of EConomy in each of the two Regions 
shall issue the necessary decrees to enforce this law. 
ARTIClE 1: 
DECREE AMF.NDJNG LIM 71 OF 1961 ORGANISJNG 
COTTON EXPORTJNG ESTABIJSHMENTS 
JN THE SOUTHERN REGICN 
Articles 1, 2, and 3 of Law 71 of 1961 shall be amended as 
follows: 
ARTICLE 1: · Every establishment engaged in the cotton export 
trade in the Southern Region must assume the form of an Arab joint-
stock company with.a capital of not less than L.E. 200,000 and a public 
establishment of an economic nature should participate to no less 
than 50 per cent in the capital. 
ARTIClE 2: Cotton-exporting establishments which are regis-
tered in the register of the Cotton Exporters Association in the 
Southern Region must adjust their position to comply with the pro-
visions of this law within a period of not more than six months from 
the date this law comes into operation. 
ARTIClE 3: The Minister of Economy in the Egyptian Region may 
with regard to the said establishments relieve the managing director 
or the chairman of members of the board of directors or all or some 
of them or the managers of an establishment from his duty and appoint 
a temporary board or a managing director or a representative with all 
the powers of the board of directors or the manager until a new board 
of directors is formed. 
The decisions of the temporary board of the managing director 
or the representative in matters which originally fell within the 
powers of the board of directors and also the decisions of the manager 
of the establishment shall be subject to the confirmation of the 
Minister of Economy. 
ARTIClE 2: 
The following articles shall be added to Law No. 71 of 1961: 
ARTIClE 3(a): 
The share of the Government in the capital of the said establish-
ments shall be assessed b.1 committees of three member~ which shall be 
formed b,y order of the Executive Minister of Eeonomw who shall also 
specify their po\lters. Ea:ch committee shall be presided over by a 
counsellor of the Court of Appeal. Each committee shall issue its 
decisions within a period not exceeding two months from the day of 
the order forming it and the decisions of the committee shall be 
final and not subject to any form of appeal. 
ARTIClE 3 a(i) : 
The government shall pay its share in the capital by nominal 
bonds drawn on the state at four per cent interest annual~ for a 
period of 15 years. The bonds shall be negotiable on the stock ex-
change and the government may after ten years redeem the bonds either 
ful~ or partial~ at their nqminal value by means of lots at an 
open meeting. 
No other agreement or arrangement shall be valid. 
ARTICLE 3: 
This law shall be published in the "Official Journal" and 
shall come into operation in the Southem Region as of the day Law 
71 of 1961 came into force. 
ARTICLE 1: 
DEOREE RESTRICTING CONTRACTING FOR PUBLIC 
SECTOR WORK TO PUBLIC COMP l!N IES 
PRESIDENTIAL DECREE 
No. 1203 of 1961 
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The government, public authorities and companies in which the 
government or public authorities participate to the extent of 2~ per 
cent of the capital may not except by a decree from the President of 
the Republic assign general contracts and public works other than to 
companies in which the government or the public authorities participate 
to the extent of no less than 50 per cent of the capital. 
This ban does not app~ to operations the value of which does 
not exceed L.E. 300,000 on condition that no operation is divided and 
on condition that no one contractor in one year receives contracts 
worth more than L.E. 30,000 whether this is £rom one source or more 
than one of the sources mentioned in para. one • 
.AHENDME.il"TS TO THE AGRARIAN REFOIM LIM 
FIRST AND SECOND DECREES: 
ARTICLE 1: The text of Article 1 of Law No. 17 8 of 1952. has 
been superseded by the following text: 
No person shall be allowed to own more than 100 feddans of 
agricultural land. This shall also apply to barren and desert illand. 
Any contract transferring ownership, constituting a violation of 
this law shall be annulled and shall not be registered. 
ARI'ICLE 2: Should ownership exceed this 'maximum limit' by 
heritage or by means other than contracts transferring ownership, 
the owner should dispose of the excess land within one year of the 
date of the transfer of ownership or from the date of the promulga-
tion of this la't.z--whichever is longer. Land in excess shall be dis-
posed of to small farmers, in accordance with conditions am rules 
to be embodied in an order to be issued by the General Authority for 
Agrarian Ref9rm. 
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Land in excess shall be seized by the Government if not dis-
posed of by owners within the periods defined by the law, or disposed 
of in a manner different from that stipulated by this law. The Govern-
ment shall in return pay compensation as regulated by theprovisions 
of this law. 
ARTIClE 3: The Government shall seize land exceeding the max-
imum limit defined by previous articles. Taking the provisions of 
the first two articles into account, in implementing this law actions 
of the owners shall not be taken into consideration unless proved to 
have taken place before this law comes into effect. 
ARTIClE 4: Landowners whose land property is seized by the 
Government according to the provisions of this law shall be entitled 
to compensation as regulated by Law No. 178 of 1952, taking into ac-
count the rate of tax observed in September, 1952. 
ARI'ICIE 5: Compensation would be paid in terms of nominal 
state bonds at a rate of interest of 4 per cent per annum, and re-
deemable in 15 years. Bonds shall be negotiable in the Stock Exchange 
Market. The Government shall be allowed to redeem part or all of 
these bonds after 10 years at the nominal value. P'artial redemption 
shall be carried out through secret ballots at open sessions, notices 
of which shall be published in the Official Journal at least two months 
earlier. 
A ministerial order regulating the issuing of the relative 
state bonds and fixing their values shall be issued by the Minister 
of the Treasury. 
ARTIClE 6: The General Authority for Agrarian Reform shall 
seize the land exceeding maximum limit stipulated in Article 1 of 
this law. 
ARTIClE 7: The first paragraph of Article 37 of Law No. 178 
of 1952 shall be superseded by the following: 
Without prejudice to the right of the owner to benefit from 
the agricultural land in his possession, as from the agricultural 
year 1961-1962, no one shall be allowed, together with his wife and 
minor children, to acquire through rent, seizure or other means, more 
than 50 feddans in addition to what they already own. 
It is also prohibited that agents for managing or exploiting 
land attend to more than that limit. Any agreement that differs from 
the provisions of this article shall be considered null and void. 
Any contravention of this law shall be punishable by imprison-
ment and/or a fine of not less than L.E. 100 and not more than L.E. 
1,ooo. 
.ARriCIE 8: .Any provision that differs from the provisions 
of this law shall be regarded as cancelled. 
ARTIClE 9: This law shall come into effect in the Southern 
Region as from the date of its promulgation in the Official Journal. 
THI!p) LAW: 
.ARTICLE 1: That part of the price of land distributed ought 
to be distributed to the beneficiaries in accordance with La~ No. 78 
of 1952 and Law No. 161 of 1958 and also the interest due shall be 
reduced by half • 
.ARTIGLE 2: This law shall be published in the Official 
Gazette and come into force in the Egyptian and 5Wrian Regions of 
the U .A.R. from the day of publication. 
PROGRESSIVE TAX ON INCOME FROM 
RESIDENTIAL PROPERTIES 
ARTICLE 1: Article 12 of La:t-1 No. 56 of 1954 shall be sub-
stituted by the following; 
The house tax shall be as follows:. 
1) 10 per cent of the annual rental in respect of houses the 
average month~ rental of each room in every flat therein does not 
exceed L.E. 3 and also in respect of buildings used for purposes other 
than as dwellings. 
2) 15 per cent of the annual rental in respect of houses the 
average monthly rental of each room in every flat therein is more than 
L.E. 3 and does not exceed L.E. 5. 
3) 20 per cent of the annual rental in respect of buildings 
the average month~ rental of each room in every flat therein is more 
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than L.E. 5 and does not exceed L.E. 8. 
4) 30 per cent of the annual rental in respect of buildings 
the average monthlY rental of each room therein is more than L.E. B 
and does not exceed L.E. 10. 
5) 40 per cent of the annual rental in respect of buildings 
the average monthly rental of each room therein is more than L.E. 10. 
In all cases 20 per cent of the annual rental shall be ex-
cluded to cover all expenses borne by the owner including the cost 
of maintenance. 
ARTIClE 2: This Decree-Law shall be published in the Official 
Journal and shall come into force in the Southern Region as i'rom 
January 1, 1962. The Minister of the Treasury is hereby charged with 
the task of taking the necessary steps for its execution. 
PROGRESSIVE TAX ON GENERAL JNCOJ.viE 
IN THE NORTHERN REGION 
ARTIClE 1: A tax on general income is hereby imposed and 
shall be assessed on the net total income of persons enjoying the 
citizenship of the U.A.R. regardless of the place of their residence 
and foreigners residing in the Syrian Region even if their income 
is the result of foreign sources outside the Region-Foreigners not 
residing in the Syrian Region are not subject to this tax except on 
that part on income which results from the Syrian Region. This tax 
shall fall due on the first of January of every year and shall be 
levelled on the death of the tax-p~er or when his residence in the 
Syrian Region ceases. 
ARTIClE 2: The following shall be exempted from the tax: 
a) Persons' whose total revenue does not exceed 10,000 Syrian 
Idras a year and in case of nece~sity there should be added to it the 
amount exempted as a familY allowance as specified in Article 5. 
b) Members of the foreign diplomatic and consular corps on 
the basis of reciprocity and within the limits of this reciprocity. 
lf>O 
c) Foreign experts and technicians residing in the Syrian Region 
if their employment is at the request of the Government or one of the 
public organisations or private organisations or companies or a citizen 
with regard to their income derived from sources outside the Syrian 
Region. 
ARTIClE 3: . The tax shall apply to the total annual revenue 
which the tax-payer secured during the previous year. Revenue shall 
be defined in accordance with rules applicable to the taxable in~ome 
and the provJ.sJ.ons of this law. In preparing the taxable revenue, 
whether income or expenditure, should not be taken into consideration 
the Tent of a house owned b,y a tax-payer or used by him so long as he 
occupies it and also the interest secured from loans and shares so 
long as they are exempted fTom taxes by a special law. 
Lossestof business may be deducted from the taxable income 
in a year in which profits are made on condition that this action 
should not have any effect on the determination of the taxable income 
in accordance with Article No. 12 of Legislative Decree 85 of 1949. 
I 
Re.venue for this tax shall not include the revenue for the 
fixed income ~posed by Iaw No. 112 of 1958 which is computed on the 
basis of twelve times the said tax. 
ARTIClE 4: The following shall be deducted from the taxable 
income once paid by the tax-payer. 
1. - Interest on loans and interest on debts. 
2. - Premiums for life insurance, pensions and expenses he 
is obliged to pay by law or in accordance with a court order if they 
are for no consideration. 
3. - Direct taxes which the tax-payer paid during the pre-
vious year apart from the tax of general income but should not in-
clude compensation, fines and doubling the tax. 
4. - Life insurance premiums for themselves, his wife or his 
children on condition that the premiums should not exceed five per 
cent of the total net annual income or 2,000 Syrian Idras whichever 
of the two is smaller. 
Expenses shall include contributions and assistance paid to 
the Government and charitable organisations and institutions recog-
nised by the Government which have their headquarters in the U .A.R. 
on condition that they should not exceed three per cent of the net 
annual income of the taxpayer. 
The above shall be deducted on condition that they are not 
entered in the computation of income. 
ARTICLE 5: Each taxpayer may deduct from his total annual 
income 500 liras for each child and wife he is supporting on condition 
that the family exemptions shall not exceed 2,000 liras and this 
exemption shall not be allowed if the said income is over 20,000 
liras. 
ARTIClE 6: The rate of' the tax shall be fixed after the 
deduction of the sums referred to in the preceding article fro~ the 
total net income, and in the following manner. 
l9l 
The first 10,000 liras exempted. 
From 10,000 to 15,000 8% 
From 15,000 to 20,000 9% 
From 20,000 to 30,000 10% 
From 30,000 to 40,000 15% 
From 40,000 to 50,000 25% 
From so,ooo to 6o,ooo 35% 
From 60,000 to 70,000 45% 
From 70,000 to 80,000 55% 
From 80,000 to 90,000 65% 
From 90,000 to 100,000 75% 
More than 100,000 90% 
Fractions of the lira shall not be taken into consideration 
in determining net income in respect of the rate of the tax to be 
applied. 
ARTICLES 7 to 16 cover various other provisions including 
exemptions and Teductions. 
ARTICLE 17: This law shall be published in the Official 
Gazette and come into force in the Syrian Region as'of January 1, 
1962, in respect of income of the year 1961 and the following years. 
The Minister of the Treasury in the Northern Region is empowered to 
issue the necessary dec~ees for its implementation. 
.APPENDIX B 
LAW No. 20 OF 1957l 
THE ECONOMIC DEVELOPMENT ORGANISATIW 
Art. 1. - The establishment of a public pody to be called 
11The Economic Development Organization tt, which shall be a corporate 
body, and shall be attached to the Presidency of the Republic. 
Art. 2. - The capital of the Organisation shall be formed of: 
a) The Government's share in the capital of joint stock 
companies. 
b) The capital of public organisations having among their 
objectives commercial, industrial, agricultural or 
real estate activities, and which are designated by 
presidential decree. 
The capital may be increased by presidential decree. 
Art. 3. - The stocks added to the capital of the Organisation 
according to the previous article shall be evaluated by a committee 
formed by presidential decree. 
Art. 4. - The objectives of the Organisation are: 
a) National economic development through participation in 
commercial, industrial, agricultural and financial activ-
ities. 
b) The establishment of the investment policy of the funds 
of the Organisation, in the enterprises referred to in 
Article 2. 
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c) Acting on behalf of the Government in directing and super-
vising other public organisations designated by presidential 
decree, to promote the interests of national economw and 
to establish the appropriate programmes to regulate the 
participation of the Government, public and private bodies 
in such activities. 
Art. 5. - To achieve its objectives the Organisation is empowered 
to use dif~erent measures, particularly: 
1 Al-Wakai Al Massria, Government Publications of General Laws, July, 
1227. (Cairo: Government Press, 1961), Translated f'rom Arabic by the 
Staff of The JJ;gyptian Economic and Political Review, (September, 1961) • 
This is not an official government translation. 
a) The establishment of companies or commercial, financial, 
industrial, agricultural or real estate institutions. 
b) The increase or decrease of its funds invested in the 
various enterprises, without, however, prejudicing any 
acquired legal rights and guarantees. 
e) The ownership of stocks and shares of companies either 
through purchase or subscription. 
d) Contracting loans from the Egyptian Government or banks, 
fromforeign governments or institutions or international 
organizations; and the issue of bonds in Egypt or abroad 
to raise the funds necessary for its operation. 
c) To lend companies in whose capital it participates, or 
to guarantee loans they contract elsewhere. Terms of 
contracting loans or the issue of bonds shall be defined 
by presidential decree • 
.Art. 6. - The Organisation may found joint stock companies 
alone without the participation of other founders. The shares of 
such companies may be negotiable as soon as the companies are founded • 
.Art. 7. -The Organisation shall be represented on the Boards 
of Directors of companies in whose capital it participates. The per-
centage of the number of its representatives shall be not less than 
the percentage of its participation in capital, and in all eases the 
Organisation shall have at least one representative on the Board of 
Dir~etors of companies in which it participates by not less than 5 
per cent of their capital. 
The representatives of the Organisation on the Boards of 
Directors shall have the same powers and rights as the remaining 
members, and they are authorized to present to the Board and to the 
General Assemb~ suggestions and recommendations concerning the run-
ning of the company. 
Art. 8. - The representatives of the Organisation on the 
Boards of Directors or General Assemblies of companies must notify 
the Chairman of the Board of Directors of the Organisation of all 
decisions made by these Boards or Assemblies within 3 days of their 
issue. 
Art. 9. - If the share of the Organisation in the capital of 
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a company is not less th~ 25 per cent, the Chairman of the Board of 
Directors of the Organisation has the right to request reconsideration 
of any decision taken by the Board of Directors or General Assembly 
within one week of the date of his notification of that decison; other-
wise this decision shall be considered final. 
If he objects to any decision, it will not be valid, unless 
it is approved by the Board of Directors or General Assembly by a 
majority of at least two-thirds of the votes • 
.Art. 10. - The representatives of the Organisation in the 
General Assembly shall not participate in the election of the members 
of the Board of Directors representing private capital. 
Art. 11. - Representatives of the Organisation on the Boards 
of Directors of companies do not have to present guarantee shares 
for their membership of the Boards. 
Art. 12. - All remunerations in any form due to the repre-
sentatives of the Organisation on the Boards of Directors shall be 
remitted to the Organisation. 
The Organisation shall fix remunerations to be paid from its 
own funds to these representatives. 
The capital of the Organisation shall be considered as pri-
vate capital, except that part of it specified for public utility by 
presidential decree or by actual fact. 
Art. 13. - In companies where the Organisation owns at least 
25 per cent of their capital, the Chairman of the Board of Directors, 
the Managing Director and General Manager shall be appointed by 
presidential decree out of 3 candidates for each post recommended 
by the Board of Directors, after consultation with the Board of 
Directors of the Organisation. In the event of the absence of the 
Chairman of the Board of Directors or the Managing Director, a repre-
sentative of the Organisation on the Board shall act on his behalf 
temporarily. 
Art. 14. - The Organisation shall have one representative on 
the Board of Directors of public organisations it is directing ac-
cording to clause (c) of Art. 4. 
The representatives of the Organisation on the Board of 
Directors shall have the same powers and rights as the remaining members, 
and they are authorized to present to the Board any suggestions con-
cerning the running of the public organisation. 
The representative of the Organisation must notify the Chairman 
of its Board of Directors of any decisions of the Board of Directors 
of the public organisation of which he is a member within 3 days of 
their issue. 
The Chairman of the Board of Directors of the Organisation has 
the right to object to any decision of the above-mentioned public 
organisations within one week of the date of his notification of that 
decision, otherwise this decision shall be considered final. 
If he objects to the decision, it will not be valid, unless 
it is approved by the Board of Directors by a majority of at least 
two-thirds of the votes. 
All this without prejudice to the regulations governing the 
operation of these public organisations. 
Art. 15. - The Board of Directors of the Organisation shall 
be formed by a number of members, their number, remuneration and ap-
pointment to be designated by presidential decree. 
The Chairman and members of that board must fulfill the fol-
lowing conditions: 
a) They must all be Egyptians by birth. 
b) They must have no serious interests in any of the companies 
in which the Organisation participates. 
c) They must enjoy all their civil and political rights. 
Art. 16. - The Board convenes at the request of its Chairman, 
and the meeting shall be legal on:cy if more than half the members at-
tend. The decisions shall be issued by a majority of the votes pre-
sent, and in case. of a tie, the ruling shall be for the side which 
includes the Chairman. 
The Chairman of the Board of Directors shall submit all its 
decisions to the President of the Republic, who has the right of ob-
jection either by cancelling the decisions or amending them within 
166 
one week of the date they are submitted to him; otherwise the decisions 
shall be final. 
Art. 17. -The Board of Directors has all the powers necessary 
to run the Organisation, and in particular: 
a) To operate the funds of the Organisation and to establish 
their investment policy. 
b) To contract loans and to issue bonds according to the 
regulations of the law. 
c) To choose the representatives of the Organisation on the 
Boards of Directors of the companies in whose capital it 
participates, to study the reports submitted by them, and 
to give them the necessary directives. 
d) To appoint the staff of the Organisation and to fix their 
salaries and remunerations. 
Art. 18. - The financial year begins on January lst and ends on 
December 31st of every year. 
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Art. 19. - The Board of Directors shall prepare a balance 
sheet and a profit and loss account for the Organisation for each finan-
cial year, as i-1ell as a report on the activities of the Organisation 
during that year and on its financial situation at the end of that 
year. 
Art. 20. - The accounts of the Organisation shall be audited 
by the State Audit Department which shall submit a report of its 
investigations to the Board of Directors. 
Art. 21. - The Chairman of the Board of Directors shall sub-
mit to the President of the Republic a report on the activities of 
the Organisation during the past year. 
Attached to this report shalli be a copy of the report of the 
Board of Directors and that of the State Audit Department. 
Art. 22. - A presidential decree shall be issued approvin~ the 
balance sheet and the profit and loss account. The net profit shall 
be transferred to the State Treasury after the deduction of an amount 
fixed by the President of the Republic to for.m a capital reserve for 
.. 
the Organisation, or to initiate new projects for the development of 
the national economy or to enhance existing ones. 
Art. 23. - The Fresident of the Republic shall issue a general 
status for the Organisation which shall include general~ the follow-
ing: 
a) The regulations which shall be followed in running the 
Organisation, including financial and accounting regulations, dis-
regarding present Government regulations. 
b) The form in which the balance sheet of the Organisation 
shall be issued and the information it shall include. 
c) The regulations for appointing and promoting employees, 
their wages and raises and their disciplinary regulations disregarding 
present regulations covering government employees. 
Art. 24. - Are cancelled all clauses contradicting the rules 
of this law which may have been stipulated by the laws permitting the 
Government to participate in joint stock companies. 
Art. 25. - Are cancelled all laws previously issued f9r the 
establishment of public organisations designated by presidential de-
cree according to Art. 2 of this law, effective from the date of issue 
of that decree, and these organisations shall be reorganised by pre-
sidential decree. I, 
Art. 26. - Laws regulating public organisations which are 
put under the supervision and control of the Organisation by presi-
dential decree shall be considered as presidential decrees, ,and can 
be cancelled or amended b,y decisions from the President of the- Republi~. 
Art. 27. -This decree shall be published in the official 
journal and shall have the force of law effective from the date of 
its publication. 
EXPLANATORY NOTE TO LAW No. 20 OF 1957 
One of the most important stipulations of our constitution 
is that the national economy should be regulated according to pre-
viously prepared plans, taking into consideration the principles of 
social justice, and aiming at increasing production, raising the 
standard of living of the people, utilizing capital for the promotion 
of national economy, and ensuring that investments do not conflict 
with the interests of the people. Co-ordination should also be made 
between public and private economic activity in the interests of 
social justice and the general welfare of the people. 
One of the most effective ways to achieve these objectives is 
to entrust one single authority with the task of formulating a policy 
for the utilization of government funds in economic activity. This 
can be done by participating in the capital of joint stock companies, 
by establishing public institutions engaged in economic, commercial 
or industrial activity, or by any other means leading to national 
economic development, Vlhich, in turn, will result in raising the stand-
ard of living. There is no doubt that government and public funds 
engaged in commercial, industrial, agricultural and real estate 
activities p~ an important role in the advancement of national econ-
omy, Which should result in an increase in national income and improve-
ment of the standard of living. · 
That is why it has been deemed necessary to establish a public 
organisation with an independent personality and private funds, to 
which is transferred government capital in joint stock companies and 
public institutions, and to entrust this organisation with the manage-
ment of this capital in a way to ensure national economic development, 
and to formulate a single economic policy for the nation as a whole, 
thus preventing the contradictions that occur when several authorities 
are entrusted with this task. 
For these considerations the proposed law stiptihtes the establish-
ment of a public organisation called UThe Economic Development Organisa-
tiontt, to achieve the objectives mentioned above. 
It is not stipulated that the capital of all public institu-
tions be transferred to the ownership of the E.D.O. Because public 
interest may require that some such institutions be independent, and 
be controlled by certain technical authorities, the capital of only 
those institutions designated by presidential decree shall be transferred 
to E.D.O. ownership. 
However, the E.D.O. can be entrusted with supervision and 
control of other public institutions designated by presidential de-
cree, if it is deemed necessary that the capital of these institutions 
should be directed in conformity with the general economic policy 
laid dow.n by the E.D.O. 
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To enable the E.D.O. to take part in directing the utilisation 
of public funds for the benefit of economic development, it is em-
powered to found commercial, financial, industrial, agricultural and 
real estate companies or institutions; to increase or decrease its 
funds invested in various enterprises; to own company shares or bonds; 
to contract loans from the government or banks, or from foreign govern-
ments or institutions, or from international bodies; and to issue bonds. 
The E.D.O. is also empowered to found joint stock companies 
alone; although the law stipulates a minimum number of seven partners 
to found a company. This is provided in case public interest may not 
allow the inclusion of private capital at the initiation of certain 
projects. 
The shares of companies founded by the E.D.O. alone are made 
negotiable as soon as the companies are founded. This enables the 
E.n.o. to choose the best time to negotiate these shares, which may 
be when the project has been proved successful, and the interest of 
private capital has been ensured. 
To make sure that investments are utilised in the interests 
of national economy, and that there is proper coordination between 
public and private activity, the E.D.O. can,be represented on the 
boards of directors of companies in the same proportion to its partici-
pation in their capital. Moreover, where the E.D.O. owns 25 per cent 
or more of the shares of a company, it has the right of objection to 
any decision taken by the board of directors or general assembly. In 
such case, a decision can be valid only if it is approved by a two-
thirds majority. 
The proposed law stipulates that all remunerations due to 
E.D.O. representatives on the boards of directors of companies shall 
be remitted to the E.D.O. itself, which in turn will fix their remunera-
tions to be paid from its own funds. E.D.O. representatives are also 
exempted from presenting guarantee shares, since they are not on the 
Boards of Directors in their ow.n capacities, but on behalf of the E.D.O. 
In companies where the E.D.O. owns at least 25 per cent of the 
shares, it is entitled to choose the chairman of the Board of Directors, 
the managing director, and the general manager from three candidates 
for each post recommended by the Board of Directors of the company, 
and it is given similar powers in the case of public institutions 
placed under its controL 
The nomination of the members of the Board of Directors of the 
E.D.O. itself and their remuneration has been left to be fixed by 
presidential decree, but the proposed law stipulates that they shall 
all be Egyptians by birth, that they shall have no serious interests 
in any of the companies in which the E.D.O. participates, and that 
they must enjoy all their civil and political rights. 
To make sure that the decisions of the Board of Directors 
of the E.D.O. are in conformity with the general economic policy of 
the nation, the proposed law stipulates that these decisions shall 
be submitted for approval by the President of the Repuplic, who has 
the right of objection either by cancelling or amending them within 
one week of the date they are submitted to him, otherwise they are 
considered valid. 
The Board of Directors of the E.D.O. is given all the auth-
ority necessary to run it. Although the proposed law mentions some 
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of its responsibilities such as the investment of funds, the contract-
ing of loans, the issue of bonds, the choice of representativ~s and 
guiding them, the nomination of personnel and fi~g their remunera-
tions, this is no way limits the powers of the Board, which has all 
the powers necessary to run the organisation, including the direction 
of the public institutions whose ownership has been transferred to 
the E.D.O. 
Since the nature of the activities of the E.D.O. is similar 
to that of commercial and industrial institutions, the financial year 
will begin on the lst January and end on the 31st December of every. 
year. 
It is also stipulated that the Board of Directors of the 
E.D.O. will prepa:re, .for every financial year, a balance sheet, a 
profit and loss account, a report on the activities of the Organisa-
tion and its financial situation at the end of that year. The State 
Audit Department is to audit these accounts. All these reports are 
to be submitted to the President of the Republic together ~lith a 
report by the Chairman of the Board of Directors on the activities of 
the Organisation. 
The balance sheet and profit and loss account are to be )ap-
pr-oved by the President of the Republic. The net profit shall be 
transferred to the State Treasury, after deduction of an amount he 
fixes to form a capital reserve for the E.D.O., 6~ to initiate ne~ 
projects for the development of the national economy or to enhance 
existing ones. This is provided to enable the government to utilize 
these profits in the way it considers most useful for economic develop-
ment. 
The proposed law will annul all stipulations in previous laws 
relative to government participation in joint stock companies which 
contradict with the stipulations of this law, since some of the pre-
vious laws fix a minimum 13hare in capital which may not conform with 
the powers given to the E.D.O. to decrease its participation in 
companies if it deems it economically useful. The proposed law also 
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stipulates that the presidential decree which designates any public 
institution to be transferred to E.D.O.'s ownership will automatically 
cancel the law which originally established it, and subsequent decrees 
will be issued to re-organise it. As for public institutions which 
are placed under E.D.O. 's supervision, the laws establishing them uill 
be amendable by presidential decree. 
PRESIDENTIAL DECREE 
No. 44- 1961 
Relevant to the incorporation of the Capital of 
the National Bank of Egypt into the Capital of 
the Economic Development Organisation 
The President of th~ Republic. 
Having reviewed Law No. 20 - 1957 on the Economic Organisation 
and Law .32 -1957 concerning Public Organisations, as well as raw No. 
40 - 1960 relating to the transfer of the ownership of the National 
Bank of Egypt to the State and Law No. 250 -1960 concerning the Egyptian 
Central Bank and the National Bank of Egypt, as well as Presidential 
Decree No. 2.3.37 - 1960 concerning the statutes of the National Bank 
of Egypt, and in conformity with the opinion of the State Council. 
Decrees the following: 
Article 1. - The incorporation of the National Bank of Egypt 
capital into the capital of the Economic Development Organisation. 
Article 2. - The Economic Development Organisation shall be 
considered the competent administrative Department in control of the 
National Bank of Egypt. 
The President of the Board of the Bank must notify the President 
of the Board of The Economic Development Organisation of decisions 
issued by the Board within three days from date of issue. 
The President of the Board of the Organisation shall have the 
right to request the reconsideration of any decision issued by the 
Board within one week of date of notification, otherwise the decision 
shall be considered valid. But if any objection is raised against 
the decision, it shall not be executed unless it is approved b,y a 
voting majority of two thirds of the votes at least. 
Article 3. - This decision is to be published in the Official 
Gazette and will be applied in the Egyptian Region as from lst January 
1961. 
Issued at the Presidency on 28 Shaaban 1380 H (14 February 1961). 
Gamal Abdel Nasser. 
APPENDIX C 
1 
THE COMPANIES OF THE E.D.O. 
The number of companies attached.c to the Economic Development 
Organisation is steadily increasing and will increase still further, 
as the country expands its Economic Programmes. At the moment the 
EDO controls 95 companies, but this figure will almost certainly 
increase ;in the very near future. Other changes to the figures given 
here which have come subsequent to the printing of the following 
lost, reside in the increase of the ED0 participation in the capital 
of many of these companies. This increase is governed by Law No. 
117 of 1961, which brought virtually all economic activity under full 
or partial government ownership and control. 
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BANKING 
Bank of Alexandria 
(Established: 16th April,l957) 
Bangue du Caire 
(Established: 8th May, 1952) 
Capital: 
L.E. 1,ooo,ooo. 
Share of E.D.O.: 
100%. 
Head Office: 
Sherif Street, Alexandria. 
Telephone No.: 
23004 Alexandria 
77 489 Cairo. 
Branches: 
44 
Activities: 
The Bank of Alexandria is con-
sidered one of the greatest 
commercial banks in the Southern 
Region and is the second in order 
among these banks. It.undertakes 
all commercial banking operations. 
l Ibid. 
Capital: 
L.E. 1,100,000. 
Share of E.D.O.: 
45.4%. 
Head Office: 
22, Sh. Adli, Cairo. 
Telephone No.: 
46555. 
Branches: 
The Bank has 20 branches in 
the Egyptian Region arid on~ 
in each of Damascus, Aleppo 
and Hamah. It also has a 
branch in Amman and another 
in Beirut, and four other 
branches in Saudi Arabia. 
Activities: 
The Bank undertakes all commer-
cial banking operations and 
occupies the third rank among 
the commercial banks of the 
Southern Region and has a wide 
service in Arab countries. 
Bank Al-Goumhouriah 
(Established: 15th February, 1956) 
Capital: 
L.E. 1,ooo,ooo 
Share of E.D.O.: 
25.2% 
Head Office: 
155, Sh. Mohamed Farid, Cairo. 
Telephone No.: 
' 46562. 
Branches: 
22. 
Activities: 
The bank undertakes all commer-
cial banking operations and its 
activities represent an impor-
tant share in the activities of 
commercial banks in the Southern 
Region. 
Bangue de L-Union Commerciale 
(Established: lSth April, 1957) 
Capital: 
L.E. 500,000. 
Share of E.D.O.: 
25.1%. 
Head Office:, 
34, Sh. Abdel-Khalek Sarwat, 
Cairo. 
Telephone No.: 
59577. 
Branches: 
The bank has two branches; one 
at El-Azhar, Cairo, and the 
other at Alexandria. 
Activities: 
The bank undertakes all commer-
cial banking operations. 
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Le Credit Kypothecaire 
(Established-: 23rd July, 1952) 
Capital: 
L.E. 1,500,000. 
Le Credit Hypothecaire bank 
is a public institution owned 
by the State, a Presidential 
Decree was issued on the 3rd 
October 1957, for its capital 
to be held by the E.D.O. 
Head Office: 
11, Sh. El-Moshehdi, Cairo. 
Telephone No. : 
58'708. 
Branches: 
The bank grants loans to indi v-
idual borrowers, building 
companies and hotels for tbe 
purpose of building and cons-
truction. It also grants loans 
to MUnicipalities and Co-
operative Building Societies. 
Its traditional operations have 
been granting loans against 
guarantees of agricultural 
lands. 
Le Credit Foncier Egyptien 
(Established: 1st January, 1880) 
Capital: 
L.E. 8,000,000. 
Share of E.D .0. : 
56.9% 
Head Office: 
Sh. Abdel-Khalek Sarwat, Cairo. 
Telephone No. : 
79215. 
Activities: 
The bank extends credit against 
land mortgage and is entitled 
to grant loans to local authorities 
~icipalities, benevolent socie-
ties, as well as public establish-. 
ments and public utilities. The 
bank also participates in ~he set-
ting up compani~s connected with its 
activities. Le Credit Foncier 
Egyptian is considered the greatest 
of long-ter.m mortgage institutions 
in the Southern Region. 
Le Credit Agricole et Co-Operatif 
(Established: 25th July,l931) 
Capital: 
L.E. 1,500,000 
Share of E.n.o.: 
50% 
Head Office: 
Sh. Mohamed Sabri Abou-Alam, Cairo. 
Teleppone No.: 
41096. 
Branches: 
The Bank has numerous branches, 
agencies, ware-houses, and stores 
in the Egyptian Region, viz: 
23 Provincial branches 
104 Agencies in Districts 
534 Showans for Products. 
The bank has also a branch in 
the Ghazzah Sector. 
Activities: 
The bank extends credit facilities 
of varying terms to agricul-
tural co-operative societies and 
farmers and offers banking ser-
vices.to all co-operative socie-
ties. It also sells fertilizers, 
seeds, and agricultural imple-
ments whether on cash or on credit 
basis. Moreover, the bank takes 
sharge of all agricultural poli-
cies. entrusted to it by the Govern-
ment. It has started to apply 
the new experiment of "co-opera-
tive insurance 11 as from the sum-
mer of 1957 through which the bank 
confines its transactions to 
the co-operative societies 
and the latter undertake the 
grant of loans to farmers. 
JNSJRllNCE 
The National Insurance 
Company of Egypt 
(Established: 29th May ,1900) 
Capital: 
L.E. 161,250. 
Share of E.n.o.: 
60.4%. 
Head Office: 
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33, Sh. El-Nabi Danial, Alexandria 
Telephone No.: 
23034 Alexandria. 
79028 Cairo. 
Branches: 
The Company has a branch in Cairo, 
12 agencies in the U.A.R., a 
branch in Paris and an agency 
in each of Italy, Cyprus, Iraq, 
Lebanon and the Sudan. 
Activities: 
The Company undertakes all 
insurance operations. It is 
the first Egyptian Company to 
practice insurance transactions 
in the Southern Region. 
Al Mottshida Insurance Co. 
(Established: 16th April,l957) 
Capital:. 
L.E. 300,000. 
Share of E.D.O.: 
100%. 
Head Office: 
9, Soliman Pasha St., Cairo. 
Telephone No. : 
.326.35-21592. 
Branches: 
Alexandria and Port Said. 
Activities: 
The Company undertakes all kinds 
of insurance operations. It is con-
sidered one of the most important 
insurance companies in the Southern 
Region. 
The Misr Insurance Company 
(Established: 14th January,l9.34) 
Capital: 
L.E. 500,000. 
Share of E.D.O.: 
29%. 
Head Office: 
7, Sh. Soliman Pasha, Cairo. 
Telephone No. : 
33999. 
Branches: 
The Company has .39 offices and 
agencies in the Southern Region, 
4 agencies in the Northern 
Region and 7 agencies in the Arab 
States. 
Activities: 
The Company undertakes all insur-
ance operations and is considered 
the biggest Insurance Company in 
the Southern Region. 
La Societe tiAl Chark11 
Pour Ies Assurances 
(Established: 14th June, 19.31) 
Capital: 
L.E • .300,000. 
Share of E.D.O.: 
86.7% 
Head Office: 
15, Sh Kasr-El~il, Cairo. 
Telephone No.: 
.31888. 
Branches: 
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The Company has 21 branch of-
fices in various towns of 
the Southern Region as ~ell 
as 2 agencies in the Northern 
Region and 5 agencies in the 
Arab States. 
Activities: 
The Company undertakes all in-
surance operations. It is con-
sidered the third company in 
the temporal order among prac-
ticing insurance companies in 
the .Southern Region; being, 
as ~ell, the third in respect 
of the volume of assets and 
value of installations. 
The Cairo Insurance Company 
(Established: 26th May, 1955) 
Capital: 
L.E. 400,000. 
Share of E.n.o.: 
25%. 
Head Office: 
4.3, Sh. Kasr-El-Nil, Cairo. 
Telephone No.: 
59655. 
Branches: 
The Company has ll branches in 
the Southern Region, one branch 
in each of the Northern Region, 
Saudi Arabia and Kuwait. 
The activities of the Company 
comprises all insurance opera-
tions. 
INllJSTRY 
The General Petroleum Company 
(Established: 2nd September, 1957) 
Capital: 
L.E. J,ooo,ooo. 
Share of E.D.O.: 
100%. 
Head Office: 
14, Sh. Soliman Pasha, Cairo. 
Branches: 
Alexandria, and several agencies 
in the provinces. 
Telephone Nq.: 
26952. 
Telegrams: 
Petrogen, Cairo 
Activities: 
Prospecting, production, and 
marketing of oil. 
Societe Egyptienne 
Pour Le Raffinage 
Et Le Commerce Du Petrole 
(Established: 24th November,l954) 
Capital: 
L.E. 1,500,000. 
Share of E.D.O.: 
49.4% 
Head Office: 
7, Lazoughli Street, Kasr- El-
Dubara, Cairo. 
Plants: 
El-Max, Alexandria 
Telephone No.: 
29860 Cairo. 
22833 Alexandria. 
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Activities: 
The Company has an oil refinery 
at Max, Alexandria, with an an-
nual productive capacity of 
200,000 tons. It has also con-
tracted the import of a refinery 
of one million ton capacity from 
the Soviet Union. 
The Sinai Manganese Company 
(Established: 18th May, 1957) 
Capital: 
L.E. 400,000. 
Share of E.D.O.: 
100%. 
Head Office: 
1, Bust an Street, Cairo. 
Telephone No.: 
26177. 
Telegrams: 
SD4ANG. 
Activities: 
The Company exploits the manganese 
mines at Gabal Um Bagma ( 140 kms. 
South East of Suez) and exports 
it from Abou Zeneima port. Most 
of the production of the Company 
is of low degree manganese (21%) 
yet it is now working for the 
increase in its production of 
high degree manganese (dioxide). 
The Company has started the 
production of £erro-manganese 
required for the iron and steel 
industry. 
~Safaga Phosphate Company 
(Established: 18th May, 1957) 
Capital: 
L.E. 100,000. 
Share of E.D.O.: 
100%. 
Head Office: 
1, 26th July Street, Cairo. 
Telephone No.; 
74865. 
Telegrams: 
SAPHOSCO, Cairo. 
Activities: 
Extraction, concentration and 
filtration of phosphates. The 
Company has three mines near 
Safaga: Um El-Howatat, Al-Higab, 
Al Gasos. It exports about 
100,000 tons of phosphate either 
in the form of rocks or crushed. 
The two most important importing 
countries are Ceylon and India. 
Societe Generale D'Ilmenite 
(Established: 2nd September,l957) 
Capital: 
L.E. 500,000. 
Share of E.D.O.: 
100%. 
Head Office: 
19, Sh. Abdel Khalek Sarwat ,Cairo. 
Tel.Elphone No.: 
55297. 
Telegrams: 
AOO.NCOMP, Cairo. 
Activities: 
Extraction of almanite from its 
mines at Aby Ghalka at a dis-
tance of 700 kilome~res south of 
Suez. Production shall start 
this year and will reach 100,000 
tons annually'. 
The Associated Mines Company 
(Established: 16th June, 1956) 
Capital: 
L.E. 250,000. 
Share of E.D.O.: 
87%. 
Head Office: 
37, Soliman Pasha St., Cairo. 
Telephone No. 
47918. 
Telegrams: 
MET.AIJ:UM, Elairo. 
Activities: 
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The main activity of the Company 
is the extraction of zinc and 
lead from the mines of .Um Gheig, 
Abu .Anaz, Zawg El Bobar. It 
also exploits mines of coloured 
iron o~des at Um-Greifat. 
The mines of the Company are 
found near El-Kosseir. 
The Mineral Wealth Compan;tz: 
(Established: lOth July, 1957) 
Capital: 
L.E. 700,000. 
Share of E.D .0. : 
62.23%. 
Head Office: 
1, 26th July Street, Cairo. 
Telephone No. 
58269. 
Activities: 
The Company mainly extracts 
basalt from Abu-Zaabal. It also 
produces granite, alabaster and 
different kinds of marble. Its 
quarries are in Abu Zaabal, Edfu, 
Pyramides, Asyout, Beni-Suef and 
Aswan. 
The Egyptian Black Sands Company 
(Established: 2nd September, 1957) 
Capital: 
L.E. 180,000. 
Share of E.D.O.: 
25%. 
J:Iead Office: 
2, Horriya St., Alexandria. 
Telephone No.': 
35957. 
Factories: 
The Alexandria Factory at Hagar 
El-N awatieh. 
Telegrams: 
IGILAK. 
Activities: 
The Company collects black sands 
from the Delta shores and·separa-
tes ~arious products of them in 
its factory at Alexandria. Most 
of the products are exported to 
Holland, Belgium and Germany. 
These products are vital in the 
production of steel, chemical and 
atomic power. 
The General Company For 
Research and Ground ~ater Rigwa 
(Established: ~960) 
Capital: 
L.E. 700,000. 
Share of E.D.O.: 
100%. 
Head Office: 
7, Midan El Tahrir, Cairo. 
Telephone No.: 
22411. 
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Activities: 
The Company undertakes various 
research work and studies con-
nected with ground water and 
gives technical advice. It will 
also dig wells and extract their 
water. 
Societe Generale Egyptienne de 
Materiel de Chemins de Fer 11semaf" 
(Established: 2nd November, 1955) 
Capital: 
L.E. 650,000. 
Share of E.D.O.: 
79.7%. 
Head Office: 
Ein He lwan. 
Telephone No. : 
38715-38676. 
Telegrams: 
SEMAF, Helwan. 
Activities: 
The Company produces railway 
carriages and equipments as well 
as certain heavy metal products. 
Annual total production is 60 
railway carriages. 
Electro Cable Egypte 
(Established: lOth June,l954) 
Capital: 
L.E. 600,000. 
Share of E.D.O.: 
52%. 
Head Office; 
18, Emad-El-Din Street, Cairo. 
Telephone No. ; 
49168. 
Plants: 
Mustorod, Cairo. 
Telegrams: 
ELEOTROCAB, Cairo. 
Activities: 
The Company produces various 
types of electrical cables for 
various purposes. 
The Smelting Company 
(Established: November, 1937) 
Capital: 
L.E. 250,000 
Share of E.D.O.: 
98.8%. 
Head Office: 
100, Mohamed Farid Street, Cairo. 
Telephone No. : 
50657. 
Branches and Plants: 
Gamalia, Abbassia. 
Telegrams: 
PLATORUM, Egypt. 
Activities: 
The Company has t-wo factories, 
one for precious metals such as 
gold and silver and plat:i.nium 
while the other is for non-iron 
metals such as copper and lead. 
Annual total production is 950 
tons of copper products and 650 
tons of lead products. 
The General Company for 
Manufacture of Springs 
Capital: 
L.E, 71,800. 
Share of E.D.O.: 
41 .. 8%. 
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Head Office; 
Sharia El-SWab., El-Amiria, Cairo. 
Telephone No.: 
869635 .. 
Activities: 
The Company produces varl ous 
kinds of springs and spare-parts 
for motorcars, railway carriages, 
etc. 
The Egyptian Copper Works 
(Established: 4th May, 1936) 
Capital: 
L.E. 960,000. 
Share of E.D.O.: 
12%. 
Head Office: 
Hagar El-Nawatiah, Alexandria. 
Telephone No~; 
64435. 
Telegrams: 
COPPERWOBKS. 
Branches and Factories: 
Hagar El-Nawatiah, Alexandria. 
Activities: 
The Factory is comprised of two 
main sections: one for the pro-
duction of steel and the other 
for production of non-ferrous 
metals. .Annual production of 
the first section is about 
40,000 tons while annual pro-
duction of the second section 
is about 4,000 tons of red, 
yellow, and electric copper and 
aluminium. 
The Company intends to set up a 
new unit for production of 
aluminium plates at an annual 
productive capacity of 400 tons. 
The Egyptian Chemical Industries 
Co. 'IKIMA" 
(Established; 14th March, 1956) 
Capital: 
L.E. 16,ooo,ooo. 
Share of E.n.o.: 
40.2%. 
Head Office: 
12, Soliman Pasha Street, Cairo. 
Telephone No.: 
31925. 
Plants: 
Aswan. 
Telegrams: 
KIM.AN IIE, Cairo. 
Activities; 
Expected production per annum is 
about 380,000 tons of ammonium 
nitrates 20.5% azout, which is 
equivalent to 500,000 tons of 
15.5% Azout, of a L.E. 10,000,000 
worth. In addition 20 tons of 
heavy water annual~ worthing 
L.E. 1,ooo,ooo will be annually 
produced. 
Societe Generale de 1 1Industrie 
du Papier "Raktatt 
(Established: 23rd February, 1958) 
Capital: 
L.E. 1,195,000. 
Share of E.D.O.: 
41.1%. 
Head Office: 
3, Baehler Passage, Soliman Pasha 
Street, Cairo. 
Plants: 
Tabiah, near Alexandria. 
TelE!grams : 
RAKT.AKO, Cairo~ 
Telephone No.: 
56691. 
Activities: 
.. ' 
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Production is expected to be~in 
in the middle of 1962 and tq 
reach about 25,000 tons of writ~g 
and printing paper. This is tm 
amount being current~ imported 
of this kind of paper and is 
worth, L.E. 2,500,000. 
\ Portland Cement Compan~ 
Helwan 
(Established: 19th February,l929) 
Capital: 
L.E. 1,808,415. 
Share of E.D.O.: 
58.2%. 
Head Office: 
Sh. Elbamy, Garden City, Cairo. 
Telephone No. : 
22950. 
Plants: 
Helwan. 
Telegrams: 
CEMHEIW.AN 
Activities: 
The annual productive capacity 
of the factory is 850,000 tons of 
various types of cement • The 
Company is establishing• a new 
unit with an annual production 
capacity of 40,000 of wbite.cement. 
The National Cement 
Production Company 
(Established: 14th Ma~ch, 1956) 
Capital: 
L.E. 2,000,000. 
Share of E.n.o.: 
11.2%. 
Head Office: 
1, Soliman Pasha Street, Cairo. 
Telephone No.: 
28662. 
Plants: 
Helwan. 
Telegrams: 
CEMENTAG. 
Activities: 
Annual productive capacity is 
about 500,000 tons of normal 
portland cement and iron cement; 
the latter of which depends on 
the blast furnace slag of the 
Iron and Steel Factory. This 
latter type of cement is noted 
by its strength and low pro-
duction cost. 
The Industrial Gases Company 
(Established: 2nd September, 1957) 
Capital: 
L.E. -600,000. 
.Share of E.D.O.: 
100%. 
Head Office: 
74, Sharia El-Goumhouria,Cairo. 
Telephone ·No. 
5~72. 
Branches and Offices: 
1. Tireit El-Ismailia St., Mustard. 
2. Shariket El-Bitl'ol St., Ghamra. 
3. Kubri Muharam Bey St. , 
Alexandria. 
4. Tiraat El-Mahm.oudia St ;, 
El-Hadra. 
5. Al Azhar St., Port Said. 
Activities: 
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1. Production, pack:ing and 
marketing of industrial and 
medical gases such as oxygen, 
acetelyne, etc. 
2. Sale and construction of med-
ical equipments of gases. 
The Transport and 
Engineering Company 
(Established: 28th January, 1946) 
Capital: 
L.E. 2,ooo,ooo. 
Share of E.D.O. : 
25%. 
Head Office: 
8, Champollion, St., Cairo. 
Telephone No.: 
59240. 
Factories: 
The Types Factory is in Smouha, 
Alexandria. 
Activities: 
1. Production of internal and 
external types .for cars and 
lorries. 
2. Agents for Chrysler, Plymouth, 
Peugeot, Fargoe and Henderson 
cars • 
.3. Service to the public in the 
form of repairs and supplies 
of spare-parts. 
Societe Generale Pour les 
Produits de Ceramigues 
et de Procelaines 
(Established: June, a955) 
Capital: 
L.E. 1,ooo,ooo. 
Share of E.D.O.: 
33.5%. 
. Head Office: 
Galla St. 1 Industrial Bank Bldg. , 
Cairo. 
Telephone No.: 
S11849. 
Telegrams: 
CERAMIQUES. 
Branches and Factories: 
El-Kosons Area - on the eastern 
bank of Ismailia Channel. 
Activities: 
Production of 41000 tons annually 
of household utensils such as 
plates, sanitary equipment etc., 
up to the value of L.E. 1,ooo,ooo. 
The Company contemplates an ex-
pantion scheme of production to 
suffice local requirements. 
Insecticides Factory 
At Kasr-El-Za.yat 
(Established: 24th July, 1957} 
Capital: 
L.E. 330,000. 
Share of E.D.O.: 
Capital of the factory has been 
integrated into the E.D.O. 
capital by virtue of Presidential 
Decree No. 1500 of 19 59 • 
Head Office: 
Kafr El-Zahat. 
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Telephone No.: 
244 Kafr-El-Zayat. 
Activities: 
The factory produces pure D.D.T. 
in powder form (10%) for home 
insects, and in liquid form. (50%) 
for combating mosquitoes. 
Besides, the factory produces 
various acids and chemical 
products • 
The Nile Fine Spinners Company 
(Established: 19th October,l955) 
Capital: 
L.E. 1,250,000. 
Share of E.D.O.: 
'2!7.S%. 
Head Office: 
El-Hadra, Alexandria. 
Telephone No. : 
Management: 76966 
Factory : 76424. 
Telegrams: 
FmESPJN. 
Activities: 
The Company manufactures and 
carries out various processes 
connected with spinning materials. 
The Company's plan has been de~ 
signed to include 3 complete 
units for the manufacture of fine 
yarn of cotton threads from 
No. 60 to 120. The establish-
ment of the first unit is now 
completed and comprises 30 thousand 
looms. Its daily production is 
about 2 1/4 tons of fine yarn. 
The Company endeavors to export 
most of its production to over-
seas markets. 
Capital: 
L.E. 6oo,ooo. 
Share of E.D.O.: 
62.7%. 
Head Office: 
Geziret Badran, Shubra, Cairo. 
Telephone No. : 
48368. 
Branches and Plants; 
Manag,ement: 7, Samaan Street,, 
Ge ziret Badran. 
Shu bra-Plants: Shubra El-Kheima 
and Mustarad. 
Telegrams: 
SEFTILA. 
Activities: 
· The Company carries out spin-
ning and weaving of wool as well 
as other connected processes. 
This Company has been one of the 
first companies of its kind in 
the U .A.R. It manufactures 
1,750,000 metres of woolen cloth 
annually which represents about 
38% of total production in the 
U.A.R. 
The Nile Textile Company 
(Established: 19th May,1941) 
Capital: 
L.E. 800,000. 
Share of E.D.O.: 
78%. 
Head Office: 
El-Hadra, Alexandria. 
Telephone No.: 
73920. 
Factories: 
Spinning Plant at El-Hadra, 
Alexandria -Weaving Plant at 
Shubra El-Kheima, Cairo - and 
a Trico-Factory at Ghamra. 
Activitie13: 
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The Company undertakes spinning 
and weaving or cotton and siJk 
and has three plants: 
1. A spinning plant at Alexan-
dria which produces 1,400 
tons or yarn annually or 
numbers ave.raging Z7. 
2. A weaving plant at Shubra 
El-Kheima which produces 
5,500,000 metres of cloth 
annually. The Company ex-
ports abroad a large part 
or its production especially 
to Arab countries. 
3. A trico and internal clothing 
plant which produces a big 
variety of'.trico products; 
part or which is exported to 
Arab countries. 
Societe Egyptienne Pour les 
Industries Textiles 
(Established 3 20th August, 1934) 
Capital: 
L.E. 500,000. 
Share of E.D.O.: 
50%. 
Head Office: 
Ghei t El-Einab, Alexandria. 
Telephone No. : 
25904. 
Factories: 
Ka.rmoz and Gheit El-Einab, Alex-
andria. 
Telegrams: 
BRYANT. 
Activities: 
Manufacture of Cotton textiles 
and all connected processes. 
The Company is one of the first 
to embark on production of cotton 
textiles in the Egyptian Region. 
It has lately set up a special 
department for the permanent fin~ 
ishing of textiles. 1957/1958 
Production: Textile Department: 
34,000,000 meters Dyeing and 
Printing Department: 44,000,000 
meters including finishing for 
"others". 
' Misr Beida Dyers Company 
(Established: 1st September,1938) 
Capital: 
L.E. 2,ooo,ooo. 
Share of E.D.O. : 
33.3%. 
Telephone No. : 
60904-61960. 
Factories: 
Beida, Kafr El-Dawar 
Tel. No. 60903-61960. 
Activities: 
The Company carries out bleach-
ing and connected processes for 
cotton threads and clothes. 
The productive capacity of the 
Company is 80 million yards. A 
large part of the Company's pro-
duction is exported to the United 
States, Italy, SWitzer land, Fin-
land, Turkey, Sweden, Greece, 
Germany and various Arab countries. 
The Company owns three large units 
for dyeing, printing, and finishing 
and owns plants for various other 
chemical and hydroelectric purposes. 
Societe Egtptienne de 
Teinture e D1Apprets 
(Established: 14th August, 1938) 
Capital: 
L.E. 165,000. 
Share of E.D.O.: 
4·9%. 
Head Office and Factories: 
Shubra El-Kheima, Cairo. 
Telephone No.: 
52184. 
Activities: 
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Bleaching, dyeing, printing and 
finishing of various types of 
cotton and silk cloth. 
Annual production is 500 tons 
of dyed cloth and 1,700,000 
metres of printed cloth. 
The Company contemplates the 
renovation and enlargement of 
equipment in order to cope with 
the increased demand on its 
products. A complete system 
for pleaching of cotton textiles 
is now being constructed. 
The General Jute Products Company 
(Establishe~: 21st February,1956) 
Capital: 
L.E. 3,000,000. 
Share of E.D.O.: 
25%. 
Head Office: 
17, Kasr El-Nil Street, Cairo. 
Telephone No.: 
47446. 
Factories: 
Shubra El-Kheima and Belbeis. 
Telegrams: 
JUTEMA. 
Activities: 
Production of sacks out of jute 
fibres. The Company has studied 
the possibility of processing 
local materials instead of en-
tire dependence on imported jute 
fibres. The results have been 
encouraging and would lead to a 
saving of L.E. 4 million per year., 
Further machinery and equipment 
have been added to the factor,y of 
Shubra El-Kheima to raise its 
production from 2,500 tons to 
8,000 tons. The Belbeis factory 
has been :installed in early 1960 
and has reached full productive 
capacity by mid 1960. 
Societe des Sucreries 
et des Distilleries D'Egypte 
(Established: 3rd May, 1956) 
Capital: 
L.E. 12,ooo,.ooo. 
Share of E.D.O.: 
51.8%. 
Head Office: 
12, Talsat Harb Street, Cairo. 
Telephone No.: 
46106. 
Branches and Factories: 
.Armant, Kom Ombo, Nagga Hamadi, 
Abu-Korkas, Hawamdieh (distilling). 
Activities: 
Production of sugar from sugar-
cane, also production of alcohol 
and under taking all operations 
connected therewith. Annual pro-
duction is about 300,000 tons of 
sugar, 65,000 litres of alcohol 
daily, 10,000 1i tres of vinegar 
per day and 700,000 kilos annually 
of carbon-dioxide gas. The 
Company also produces a certain 
amount of eau de cologne and per-
fumes and cosmetics. 
The Eastern 
(Established: 
Capital: 
L.E .. 4,000,000. 
Share of E.D.O.: 
82.1%. 
Head Office: 
El-Ab.ram st. , Gizeh. 
Factories: 
Gizeh. 
Telephone No.: 
894980. 
Telegrams: 
COMETEm, Giza. 
Activities: 
185 
The Company produces Eastern, 
Virginia and American blend cig-
arettes and tobaccos. The Com-
. pany last year processed around 
8,000 tons of tobacco which 
represent 68.3% of local con-
sumption in the Egyptian Region. 
The sales of the Company per 
month are worth about L.E. 
3,500,000. 
Societe Egyptienne Pour L'Aliment 
(Established: 31st January ,1957) 
Capital: 
L.E. 400,000. 
Share of E.D.O.: 
49.9%. 
Head Office: 
23, Kasr El-Nil, St., Cairo. 
Telephone No. : 
866873-866906. 
Telegrams; 
BISCOMISR. 
Activities: 
The Company produces: bread, cakes, 
and biscuits of various kinds to 
meet the requirements of the armed 
forces, schools, etc. The pro-
ductive capacity of the factory is 
36 tons of bread per day and 21 
tons of various kinds of biscuits. 
The General Company 
for Land Reclamation 
Capital: 
L.E. 500,000. 
Share -of E.D.O.: 
100%. 
Head Office: 
7, Midan El-Tahrir, Cairo. 
Telephone No.: 
47255. 
Activities: 
Reclamation and irrigation of land. 
The Company has laid down a scheme 
for reclaiming 164,000 feddans 
during the period 1960/1964. 
Societe pour la Construction 
et les Habitations Fopulaires 
(Established: 20th May,l954) 
Capital: 
L.E. 500,000. 
Share of E.D.O.: 
20%. 
Head Office: 
Galaa St., (Industrial Bank 
Building) , Cairo. 
Telephone No.: 
811930. 
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Activities: 
The Company carries out all 
operations connected with cons-
truction of popular houses such 
as purchase of land, erection ar 
buildings and other operations 
connected therewith. The activ-
ities of the Company comprise 
3 forms of activities: 
1. Independent houses whose owner-
ship are turned to people 
with limited incomes. 
2. Residential districts built 
by large institutions or 
companies for their employees. 
3. Houses to be rent by munici-
palities to employees and 
workers in cities and pro-
vinces. 
The General Interior Trade Company 
(Established: 18th September,l956 
Capital: 
L.E. 1,500,000. 
Share of E.D.O.: 
100%. 
Head Office: 
9, Sh. Soliman Pasha, Cairo. 
Telephone No. : 
22616-2.3469. 
Telegrams: 
SHERATU. 
Activities: 
The Company provides the local 
market with consumer goods, 
particularly food-stuffs and 
clothes. It closely collaborates 
with the Ministry of Economy 
and Ministry of Supplies. 
The Misr Foreign Trade Company 
(Established~ 21st December, 1956) 
Capital: 
L.E. 500,000. 
Share of E.D.O.: 
55%. 
Read Office: 
7, Sh. Soliman Pasha, Cairo. 
-Telephone No.: 
31790-31978-31979. 
Telegrams: 
MISR COMEX. 
Activities: 
The Company undertakes the ex-
port of surplus agricultural and 
industrial products, especially 
cotton and cotton fabrics, rice~ 
rubber tyres, cement, sugar, 
molasses, ground-nuts. It also 
imports requirements for local 
industry such as chemicals, paper, 
~ood, instruments and electrical 
equipments. Besides the Company 
represents - in local market -
several industrial, commer~ial 
and foreign houses. 
The Tractor and Engineering 
Compan;t 
(Established: 3rd September,l929) 
Capital: 
L.E. 1,ooo,ooo. 
Share of E.D.O.: 
57 .4%. 
Head Office: 
18, Sh. Emad El-Din, Cairo. 
Telephone No. : 
56339-55775. 
Telegrams: 
TRACTOBS. 
Activities: 
The Company undertakes the import, 
construction and maintenance of 
all ~chinery and equipments 
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required for agriculture and 
industry, such as tractors, 
ploughs; thrashing machines, 
irrigation pumps, insecticides, 
electrical generating units, 
facto~y and v7orkshop machines, 
road-construction machines~ 
trucks, tyr~s, refrigerating 
and air-conditioning equipment 
and different rubber manufac-
tures. The Company also es-
tablished two big navigation 
branches at Port Said and Suez 
to serve the ships passing 
through the Suez Canal. 
The General Company 
for Pharmaceuticals 
(Established: 18th May, 1957) 
Capital: 
L.E. 1,ooo,ooo. 
Share of E.D.O.: 
100%. 
Head Office: 
26, Sh. Sherif Pasha, Cairo. 
Telephone No.: 
76800. 
Telegrams: 
GENPHARM. 
Activities: 
The Company implements the 
government's pharmaceutical 
policy to satisfy the require-
ments of the local market of 
medicine at moderate rates. 
It establiShed chemical and 
drug industries. It also re-
presents 345 big international 
laboratories for the production 
or dTUgs and medical apparatus, 
as well as chemical materials. 
Bassili Timber Company 
(Established: 2nd August, 1948) 
Capital: 
L.E. 500,000. 
Share of E.n.o.: 
23.7%. 
Head Office: 
5, Sh. El-Masr, Cairo. 
Telephone No.: 
541Z7. 
Activities: 
The Company provides the local 
market with the different kinds 
of timber, building implements 
and materials. 
Societe Generale Pour 1a 
Navigation Maritime 
(Established: 2nd September,1957) 
Capital: 
L.E. 3,ooo,ooo. 
Share of E.D.O.: 
100%. 
Head Office: 
16, Midan El-Tahrir, Alexandria. 
Branches: 
20, Sh. Soliman Pasha, Cairo. 
Telephone No.: 
21546-47 Alexandria. 
47224 Cairo. 
Telegrams: 
NISBNAVI. 
Activities: 
The Company undertakes all naval 
transport operations to various 
ports of the world. It also runs 
two regular lines: one between 
Alexandria and Leningrad calling 
at various Mediterranean Sea-ports 
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and those in Belgium, Holland, 
West Germany and East Germany; 
and the other line runs between 
Alexandria and Odessa and Khar-
soun ports in the Black Sea, 
calling at Latakia and Ports in 
Rumania, Bulgaria and Greece. 
United Arab Airlines 
(Established: 7th May, 1932) 
Capital: 
L.E. 1,350,000. 
Share of E.D.O.: 
51.85%. 
Head Office: 
Almaza Airport, Heliopolis, 
Cairo. 
Telephone No. 
7 4914-49093. 
Telegrams: 
MISRAIR. 
Activities: 
Jf.dsrair Company operates regu-
lar internal passengers and 
cargo airlines between Cairo, 
Alexandria and Port Said; and 
external lines between Cairo 
and Jerusalem, Beirut, Damascus, 
Baghdad, Kuwait, Jeddah, Tripoli, 
Tunis, Asmara, Athens_, Rome, 
Geneva and Frankfurt. This is 
besides seasonal flights for 
pilgrimage purposes. In addi-
tion tbe Company hires aircraft 
planes for private trips and 
excursions. It also has its 
Flying Institute and repair 
workshops. 
ADDITIONAL COMP .ANIES 
To the above list a number of new Banks 
and companies must be attached, on the 27th of July 
the following statement was issued by the Director 
General of the EDO, Mohamed Sedky Soliman. 
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The Economic Development Organisation Director-General Engi-
neer Mohammad Sidky Soliman, stated yesterday that work in the 95 
companies which are under the control of E.D.O., is proceeding in a 
most satisfactory manner, all employees in these companies are car-
rying out their duties in a most gratifying and energetic w~. 
The Organisation has decided to delegate El Sayed Mohamed Abu 
Shady, Chairman and delegated member of the National Bank's Board of 
Directors to look aft~r the administration of the following Banks: 
The Italian Commercial Bank, the Greek National Bank, the 
Greek Commercial Bank, and the First National Bank of New York, (there 
were negotiations with the above bank and the National Bank to buy 
the latter's assets long before the issue of the recent laws were is-
sued). 
The Organisation also delegated El Sayed .Abmed- J.lfansour to be 
aided by E1 Sayed Hanna Girgis, for the administration of the Egyptian 
Arab Bank and the Arab Bank Ltd., El Sayed Thabek was appointed for the 
administration of the Bank of Tokyo. 
Other administrative appointments were: 
El Sayed Mahmoud Iutfy for the National Yeast Company; El 
Sayed Hussein Zaky for the .American Express, El Sayed Anwar Abdul Muty 
for the Lebanese Commercial Bank, El S~ed Mohamed Shedid for the _ 
Commercial Bank, and Dr. Abdul Moneim El Tanably for the Swiss Egyptian 
Bank, Credit Fancier, Caisse d 1Hypotheque Egyptienne. 
There ~ill be a thorough investigation of conditions existing 
in every company after stock-taking and the closing of balance sheets. 
The Economic Development Organisation has issued the following instruc-
tions to its agents: 
1. - Visit the companies immediate~ and contact the employees 
of these companies, inform them of the decision for Egyptianisation and 
to call upon them to fulf~ll their duties correct~_and in the best of 
spirits. Assure them that they will be completely protected. 
2. - Prepare reports concerning the purposes and aims of the 
companies, their activities, the distribution of their capital, the 
position of production and yield of these companies, the projects 
undertaken by the companies, the difficulties encountered and obstacles 
faced, the registering of the companies proposals and suggestions to 
overcome difficulties, and the aid required from E.D.O. 
3. -In the case of companies whose·shares were dealt in on 
the Stock Exchange and have been handled during the past six months 
~0 
or which have been exchanged some six months before, to take a tho-
rough stock of the standing assets and other assets an inspection of 
balance sheets, and give a true picture of the financial situation of the 
company as a basis for future operations. 
4.- Contact the banks with which the companies do business 
and to demand a detailed account of its accounts, letters of credits, 
financial papers, and compare these details with what is entered in 
the books of the companies. 
The E.D.O. has decided to retain the boards of directors of 
37 companies out of the 95 companies which came under its control, 
after it was sure of the ability of these boards to run the affairs 
of their companies most'effectively. 
Orders have been issued for the formation of a temporar,y 
board of directors for the PortlandCement Company. Decisions have 
been issued regarding three other companies by delegating·agents to 
administer them. Another decision has been issued for the boards 
of directors of 28 other companies and the granting of powers to 
agents of E.D.O. with the full authority of the board of directors. 
There are still 26 companies the status of which is being 
examined, and agents will be delegated to administer their affairs. 
APPENDIX D 
DISTRIBUTION OF lNVESTMENT FOR SECOND FIVE 
YEAR PLAN BY SECTOR 
Sector 
Agriculture 
Irrigation and Drainage 
High Dam 
Industry 
Electricity 
Transportation, Communication and Storage 
Suez Canal 
Housing 
Public establishments 
Services 
Total 
Change in stocks 
Gross Total 
Less value of land 
Total investment 
L.E.Million 
225 • .3 
119.4 
47.3 
439.2 
139.5 
2.36.8 
35.0 
174.6 
48.8 
111.0 
1576.9 
120.0 
1696.9 
60.5 
1636.4 
Source: U .A.R. Ministry of Treasury, The Budget Report 1960/61, 
p. 62. 
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APPENDIX E 
DIVESTMENT DURING THE PLAN PERIODS ACCORDDIG TO SECTORS 
1960/61 1960/65 1265/70 
L.E.m. ~ L.E .. m. ~ L.E.m. ~ 
1st Sector 
Agriculture and Land Reclamation • • • • • • • 35.2 ( 225.3 ( 
Irrigation and Drainage • • • • • • • • • • 17.1 ( 21.2 119.4 (24.9 (412 
High Dam (excluding electricity) • .. • • • • • 10.3 ( 47.3 ( ( 
2nd Sector 
Electricity (including the High Dam Station •• B.9 ( 139.5 ( ( ( 29.1 (36 .. 7 (555 
Industry • • • • • • • • • • • • • • • • • • 76.9 ( 439.2 
4th Sector 
Transport, Communications and Storage • • • • 62.8 ( 236.8 ( ( ( 26.2 (17 .2 (255 
Suez Canal • • • • • • • • • • . • • • • • • • 14.9 ( 35.0 ( ( 
Housing 
• • • • • • • • • • • • • • • • • • • 35.1 11.9 174.6 11.1 275 
5th Sector 
Public Utilities • • • • • • • • • • • • • • • 12.9 4.4 48.8 3.1 60 
6th Sector 
Other Services • • • • • • • • • • • • • • • 21.2 ~ _111.0 _7 .. 0 - _160 
Total . . . . . . . 295.3 100.0 1576.9 100.0 1717 
Source: Central Bank of Egypt, Research Department, Research Papers £U the Five Year Plan 
(Cairo, November, 1961), p. 34. 
( 24.0 
( 
( 
( 32.3 
( 
( 14.9 ( 
16.0 
3.5 
9.3 
100.0 
~ ~ 
.APPEliiDIX F 
DISTRIBITTICN OF THE FIRST STAGE INVESTMENTS AMONG LAND, BITIIDJI'lG, EQUIPMENT 
AND MEANS OF TRANSPORT 
Agriculture, Irrigation, 
Drainage and High Dam. • • 
Industry and Electricity • • 
Transport, Communications, 
Storage and Suez Canal •• 
Housing . .. . . . . . . . 
Public Utilities • • • • • 
Other Services • • • • • • • 
Total 
• • • • 
Land 
8.8 
4.0 
2.6 
.34.6 
1.2 
2.£2 
60.5 
Building 
and 
Construction 
254.4 
102.2 
113.0 
139.7 
.31.2 
64.6 
705.1 
Machinery 
and 
Equipment 
112 • .3* 
459.9 
58.0 
0 • .3 
11.1 
30.8 
672.4 
* L.E. 10.2 m. of this amount is to be invested in livestock. 
Means 
of 
transport 
16.5 
12.6 
98.2 
5 • .3 
6.3 
138.9 
Total 
.392.0 
578.7 
271.8 
174.6 
48.8 
111.0 
1,576.9 
Source: Central Bank of Egypt, Research Department, Research Papers ~ The Five Year Plan, 
(Cairo, November, 1961), p. 55. 
~ 
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APPPNDIX G 
DISTRIBUTION OF FOREIGN EXCHANGE REQUIREMENTS BY SECTORS 
1960/61 1960/65 
Equiva- %to total Equiva- %to total Equiva-
lent in investment lent in investment lent in 
L.E. m in the L.E. m. in the L.E. m. 
Sector Sector 
Agriculture, Irrigation, 
Drainage and High Dam. • • • 18.3 29.2 78.9 20.1 84 
Industry and Electricity • • • 46.7 54.4 375.0 64.8 300 
Transport, Communications, 
Storage and Suez Canal • • • 39.7 52.4 112.2 41.3 65 
Housing .. . . . . . . . . . . 6.:3 17.9 29.4 16.8 40 
-
Public Utilities ••••••• 4.6 35.7 17.7 36.3 20 
Other Services • • • • • • • • ~g ~ 32.8 29.5 -1& 
Total 124 .. 6 42.2 646.0 41.0 . 549 . . . 
Source: Central Bank of Egypt, Research Department, Research Paper 2!!. The Five Year Plan, 
(Cairo, November, 1961), p. 56. 
1965/70 
%to total 
investment 
in the 
Sector 
20.4 
54.0 
25.5 
14.5 
33.3 
---25.0 
32.0 
~ 
~ 
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